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WEDNESDAY, JULY 13, 1955 


Unrrep Srares SENATE, 

SUBCOMMITTEE ON FLoop Con tTrot— Rivers anp Harpors 

OF THE COMMITTEE ON Pustic Works, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:30 a. m., in room 
412, Senate Office Building, Hon. Robert S. Kerr, chairman of the 
subcommittee, presiding. 

Present: Senators Kerr, Gore, Symington, Thurmond, Neuberger, 
Case, and Hruska. 

Also present: Staff members John L. Mutz, T. W. Sneed, Eloise 
Porter, and Frances Clark. 

Senator Kerr. The subcommittee will come to order. 

The subcommittee has before it for consideration this morning 
S. 1823 by Senators Lehman, Gore, Morse, McNamara, Neuberger, 
Langer, Hennings, Hill, Humphrey, Jackson, Kefauver, Monroney, 
Magnuson, Murray, Scott, Sparkman, and O'Mahoney; and 3S. 6 by 
Senator Capehart. 

(S. 1823 and 8S. 6 are as follows :) 


[S. 18238, 84th Cong., Ist sess.] 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant to the provisions of the reser- 
vation of the Senate of the United States in ratifying the treaty between the 
United States of America and Canada concerning uses of the waters of the 
Niagara River signed February 27, 1950, which provides that no project for 
redevelopment of the United States’ share of such waters shall be undertaken 
until it be specifically authorized by Act of Congress, a project for the redevelop- 
ment of the United States’ share of such waters for power purposes is hereby 
authorized, in accordance with existing general laws of the United States and 
this Act. This authorization constitutes compliance with the reservations to 
said Treaty and is consistent therewith. 

Sec. 2. (a) The Federal Power Commission is hereby authorized and directed 
to issue a license to the New York Power Authority for the construction and 
operation of the project, upon its application therefor and its acceptance of 
licensing conditions set forth in this section. 

(b) The Federal Power Commission shall include among the licensing condi- 
tions, in addition to those deemed necessary and required under the terms of the 
Federal Power Act, the following : 

(1) In contracting for the disposition of project power, the licensee (the New 
York Power Authority) shall (A) give equal preference for the purchase of 
such power to (i) counties and municipalities, including their agencies or instru- 
mentalities, (ii) departments, agencies, and instrumentalities of New York State, 
(iii) rural electric cooperatives not organized or administered for profit but 
primarily for the purpose of supplying electric energy to their members as nearly 
as possible at cost; and (iv) the defense agencies of the United States, and (B) 
make flexible arrangements and contracts for the disposition of project power to 
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utility companies organized and administered for profit, with suitable provisions 
in such contracts for the withdrawal upon reasonable notice and fair terms of 
enough power to meet the needs of the foregoing classes of preference customers. 

(2) The licensee shall construct or acquire, by purchase or other agreement, 
such transmission lines as may be necessary to make the power and energy 
generated at the. project available in wholesale quantities for sale on fair and 
reasonable terms and conditions to privately owned companies, to the preference 
customers commented in subparagraph (1) (A) of this subsection, and to the 
neighboring States in accordance with paragraph (3) of this subsection. 

(3) The licensee shall make a reasonable portion of the project power avail- 
able for use within economic transmission distance in neighboring States and 
shall cooperate with the appropriate agencies in such States to insure compliance 
with this requirement. In the event of disagreement between the licensee and 
the power marketing agencies of any of such States, the Federal Power Commis- 
sion may, after public hearings, determine and fix the applicable portion of power 
to be made available and the terms appdicable thereto: Provided, That if any such 
State shall have designated a bargaining agency for the procurement of such 
power on behalf of such State, the licensee shall deal only with such agency in 
that State. With respect to the share of the power so allocated, the arrange- 
ments made by the licensee for the sale of power to or in such States shall include 
observance of the preferences numbered (i) and (iii) in subparagraph (1) (A) of 
this subsection. 

(4) Project power shall be sold and distributed primarily for the benefit of 
the people as consumers, and particularly for the benefit of domestic and rural 


consumers, to whom it shall be made available at the lowest rates reasonably 


possible and in such manner as to encourage the widest possible use. 

(5) In the event project power is sold to any purchaser for resale, contracts 
for such sale shall include adequate provisions for establishing resale rates, to 
be approved by the licensee, consistent with paragraph (4) of this subsection. 

(6) The licensee, in cooperation with the appropriate agency of the State of 
New York concerned with the development of parks in such State, shall submit 
to the Commission an appropriate outline plan for the construction of a scenic 
drive and park on the American side of the Niagara River, near the Niagara 
Falls, such outline plan being subject to approval by the Commission. The cost 
of these scenic and recreational facilities shall be met in such part by the licensee 
as the Commission may approve. 

Sec. 3. The license issued under the terms of this Act shal be granted in con- 
formance with the Rules of Practice and Procedure of the Federal Power Com- 
mission, but in the event of any conflict, the provisions of this Act shall govern 
in respect to the project herein authorized. 

Sec. 4. This Act may be cited as the “Niagara Redevelopment Act of 1955.” 





[S. 6, 84th Cong., 1st sess.] 


A BILL To preserve the scenic beauty of the Niagara Falls and River, to authorize the 
eonstruction of certain works of improvement on that river for power purposes, and to 
further the interests of national security by authorizing the prompt development of such 
works of improvement for power purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


FINDING AND POLICY 


SECTION 1. (a) The Congress hereby finds that the United States is obligated 
to preserve and enhance the scenic beauty of the Niagara Falls and River. 

The Congress further finds that it is necessary and desirable for the public 
welfare and for the security of the United States that the share of the waters 
of the Niagara River made available for power purposes under the treaty be- 
tween the United States of America and Canada, dated February 27, 1950, and 
ratified by the Senate of the United States on August 9, 1950, be utilized promptly. 

The Congress further finds that low-cost power is urgently required to supply, 
among other purposes, the greatly expanded demands of the Department of 
Defense upon the electrometallurgical and electrochemical industries and other 
industries maintained in the vicinity of Niagara Falls. 

The Congress further finds that utilization of the United States share of the 
waters of the Niagara River for the production of hydroelectric power is not an 
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incident of the exercise of the public functions of the United States to improve 
navigation flood control, reclamation, irrigation, or sanitation 

The Congress further finds that in view of the public burden of the increasing 
obligations of the United States, it is most desirable that development of hydro- 
electric projects be made by private enterprise and without recourse to public 
funds particularly where, as here, private enterprise is able most promptly to 
commence actual construction of and to put the project, as hereinafter author- 
ized, into operation. 

The Congress further finds that the Federal Power Act (49 Stat. S38), as 
amended, provides adequate safeguards deemed essential for the protection of 
broad local and national interests in navigable waters of the United States, at 
the same time permitting full development and utilization of waterpower re 
sources with due regard to the protection of the interest of the United States 
therein. 

The Congress further finds that further development of any hydroelectric 
project at Niagara Falls requires the enactment of legislation prescribing special 
conditions to be incorporated in any license issued by the Federal Power Com- 
mission for such development as hereinafter provided. 

(b) It is hereby declared to be the policy of the Congress (1) to preserve 
the scenic beauty of Niagara Falls and its environment; (2) to further thip 
national security ; and (3) to assure the development of low-cost electric power 
under the private enterprise system. 

Sec. 2. The Federal Power Commission is hereby authorized and directed to 
issue, as soon as practicable, to citizens of the United States, or to any associa- 
tion of such citizens, or to any corporation organized under the laws of any 
State, a license for the purpose of prosecuting works of improvement for re- 
development of the Niagara River in substantial accordance with the project 
plans outlined in the report of the Bureau of Power of the Federal Power 
Commission dated September 28, 1949, entitled “Possibilities for Redevelopment 
of Niagara Falls for Power—Niagara River—New York" (such works of im- 
provement being hereinafter referred to as the “project’). The Commission 
shall have authority to require such modifications of said project, not incon- 
sistent with this Act, as it may deem advisable in accordance with the pro- 
visions of the Federal Power Act, as amended. In issuing a license under this 
Act, the Commission shall give preference to the applicant most able to com- 
mence actual construction of and to put the project into operation promptly. 

Sec. 3. Except where inconsistent with the provisions of this Act, the license 
to be issued hereunder shall incorporate all of the provisions of the Federal 
Power Act, as amended. 

(a) In contracting for the disposition of project power, preference shall be 
given to directions from the Department of Defense for supplying power to 
governmental installations or to industries requiring power to produce materials 
essential to the national security. 

(b) The licensee shall pay to the United States and include in its net in- 
vestment in the project herein authorized the United States share of the cost 
of the construction of the remedial works to be undertaken in accordance with 
article II of the treaty referred to in the first section of this Act whenever 
such remedial works are constructed by the United States, 

Sec. 4. Upon the complaint of any interested State, the Federal Power Com- 
mission shall have jurisdiction, after due notice to all interested States and to 
the licensee and opportunity for hearing, to require the licensee to enter into 
reasonable and practical arrangements whereby project power will be appor- 
tioned equitably among States within economic transmission distance, subject, 
however, at all times to the priority in respect of project power accorded to the 
Department of Defense as hereinabove provided in section 3 (b). 

Sec. 5. Nothing in this Act shall be construed as affecting any valid existing 
rights under licenses heretofore issued pursuant to the provisions of the Fed- 
eral Power Act (49 Stat. 838), as amended, or as now or hereafter affecting 
the applicability of the provisions of that Act in the case of waters of the Ni- 
agara River presently authorized to be diverted for power purposes under licenses 
heretofore issued under that Act. 

Sec. 6. In the event of any conflict between the provisions of this Act and the 
provisions of the Federal Power Act and of the license to be granted for the proj- 
ect herein authorized, the provisions of this Act shall govern in respect of the 
project herein authorized. 

Sec. 7. This Act may be cited as the “Niagara Redevelopment Act of 1955" 
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Senator Kerr. I would like to have made part of the record, reports 
from the State Department, the Department of the Army, the Fed- 
eral Power Commission, and the Bureau of the Budget w ith reference 
to each of these two bills. 

(The documents referred to are as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
May 31, 1955. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

My Dear Mr. CHAIRMAN: This will acknowledge your request of April 27, 
1955, for the views of the Bureau of the Budget on S. 1823, to authorize the con- 
struction of certain works of improvement in the Niagara River for power and 
other purposes. 

The Bureau of the Budget recommends prompt enactment of legislation which 
will make it possible to develop the full hydroelectric power potential of the 
Niagara River. ‘The need for this additional power is becoming increasingly 
urgent. Unless it is possible for the Congress to make an early determination 
as to whether the site should be developed privately or by the State of New 
York, it is recommended that the Congress enact legislation which would permit 
the Federal Power Commission to consider the various proposals for redevel- 
opment under the terms of the Federal Power Act. 

Sincerely yours, 
Row.Lanp H. HueHes, Director. 


DEPARTMENT OF STATE, 
March 1, 1955 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 


DEAR SENATOR CHAVEZ: Reference is made to your letter dated January 18, 
1955, and the reply of this Department dated January 20, 1955, regarding your 
request for a report on 8S. 6, to preserve the scenic beauty of the Niagara Falls 
and River, to authorize the construction of certain works of improvement on 
that river for power purposes, and to further the interests of national security 
by authorizing the prompt development of such works of improvement for 
power purposes.” 

It is desired to suggest a formal amendment to the bill. It is noted that on 
page 2, lines 5 and 6, it is stated that the treaty between the United States of 
America and Canada, dated February 27, 1950, was “ratified by the Senate 
of the United States on August 9, 1950.” Article II, section 2 of the Constitu- 
tion of the United States provides that treaties may be made “by and with 
the advice and consent of the Senate.’”’ The language used in the bill is not 
in accord with this provision or with the facts, since the treaty was ratified 
by the President on August 24, 1950. It is the usual practice to give the date 
on which a treaty was signed, but to omit the date on which it received the 
advice and consent of the Senate of the United States to its ratification or on 
which subsequent action was taken thereon. The treaty came into force on 
October 10, 1950, upon the exchange of ratifications thereof at Ottawa, Canada. 
In the circumstances, it is suggested that in line 4 on page 2 of the bill, the 
word “dated” be changed to “signed on,’ and that in lines 5 and 6 on that page 
the words “and ratified by the Senate of the United States on August 9, 1950,” 
be stricken out. 

It is observed that on page 4, lines 4-8, it is provided that the Federal Power 
Commission “shall have authority to require such modifications of said project, 
not inconsistent with this act, as it may deem advisable in accordance with the 
provisions of the Federal Power Act, as amended.” The construction of the 
remedial works is undertaken in accordance with article II of the treaty of 
February 27, 1950, which provides as follows: 

“The United States of America and Canada agree to complete in accordance 
with the objectives envisaged in the final report submitted to the United States 
of America and Canada on December 11, 1929, by the Special International 
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Niagara Board,’ the remedial works which are necessary to enhance the beauty 
of the Falls by distributing the waters so as to produce an unbroken crestiine 
on the Falls. The United States of America and Canada shall request the 
International Joint Commission to make recommendations as to the nature and 
design of such remedial works and the allocation of the task of construction 
as between the United States of America and Canada. Upon approval by the 
United States of America and Canada of such recommendations the construe- 
tion shall be undertaken pursuant thereto under the supervision of the Inter- 
national Joint Commission and shall be completed within four years after the 
date upon which the United States of America and Canada shall have approved 
the said recommendations. The total cost of the works shall be divided equally 
between the United States of America and Canada.” 

On October 10, 1950, the Governments of the United States and Canada, in 
compliance with article II, sent a reference to the International Joint Com- 
mission, requesting the Commission to make recommendations to the two Gov 
ernments concerning these remedial works. On May 12, 1953, the report of 
the Commission was transmitted to the two Governments with an estimate that 
the cost of the remedial works would be as follows: 


Chippewa-Grass Island pool control structure 1,550 feet long $14, 504, 000 
Excavation and fill in the Cascades on the Canadian flank of the 
On i ce Et _eisdibainep acbarentanniedilacomeeSlasteh 1, 582, 000 
Excavation and fill in the Cascades on the Goat Island flank of the 
EE SEN OES SE SS a ena at Sa 1, 360, 000 
i a aa ceinleleiaicanmnpmaneabioiale 17, 536, 000 


The estimated annual cost of operation and maintenance of the remedial 
works was $100,000. This report was approved by the two Governments on 
July 21, 1953. 

On August 19, 1953, the International Joint Commission issued a directive 
constituting the International Niagara Board of Control, consisting of 2 Canadian 
members and 2 United States members, and was charged among other things 
with the following duties, under the supervision of the Commission: 

“A. To review and approve the design and procedures for the installation 
of the remedial works recommended by the Commission in its report to the 
Governments of Canada and the United States of America dated May 5, 1953, 
and to exercise general direction of the construction of such works; and * * *” 

This is in accord with the recommendation contained in the report of the 
Federal Power Commission for redevelopment of Niagara Falls for power that 
“because the control works would be located in Canada as well as in the United 
States, the investigation and design of the control works should be carried 
on under the direction of an international board of engineers” (p. 47). 

It is believed that it would be inappropriate for the Federal Power Com- 
mission to take action in connection with the plans and specifications for this 
project which would be inconsistent with those approved by the International 
Joint Commission with regard to the construction and operation of the remedial 
works. In order to avoid such a possibility, it is suggested that on page 4, 
line 6 of the bill, after the words, “not inconsistent with this Act.” there should 
be added the words, “or with the construction and operation of the remedial 
works which have been approved by the International Joint Commission—United 
States and Canada.” 

With respect to the statements in section 3 (b) on page 4, lines 21-24, requir- 
ing the licensee to pay to the United States, “the United States share of the cost 
of the construction of the remedial works,” it may be recalled that funds in the 
sum of $450,000, “to remain available until expended,” were appropriated “for 
engineering and economic investigations, pending authorization for construction, 
of projects for development and utilization for power purposes of the waters of 
the Niagara River, allocated to the United States” under this treaty (Third 
Supplemental Appropriation Act, 1951, approved June 2, 1951). An additional 
appropriation of $100,000 in connection with this project was contained in the 
“Civil Functions Appropriations Act, 1955,” approved July 11, 1952 (ch. 669, 
Public Law 504, 82d Cong. ; 66 Stat. 579, 582). By the act of August 7, 1953, the 
Congress appropriated the sum of $1,500,000 “for financing a part of the United 
States share of the cost of remedial works in the Niagara River * * *” (Public 
Law 207, 67 Stat. 480). 


1§. Doc. No. 128, 7Tist Cong., 2d sess. 
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As the United States has expended funds for “engineering and economic 
investigations” in connection with this matter, it is recommended that in line 
24, page 4, of the bill, after the words, “remedial works,’ there be added the 
words, “including engineering and economic investigations,” and that the words, 
“to be,” be eliminated from this line. 

The Senate of the United States by the resolution of August 9, 1950, gave its 
advise and consent to the ratification of the treaty of February 27, 1950, with 
Canada with the following reservation : 

“The United States on its part expressly reserves the right to provide by Act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the Treaty, and no project for redevelopment of the United States’ share of 
such waters shall be undertaken until it be specifically authorized by Act of 
Congress.” 

The Department therefore does not undertake to comment on those portions of 
S. 6 which relate to the agency that may be authorized to construct and operate 
the power project, as that is considered to be a matter of domestic national 
policy. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary 
(For the Acting Secretary of State). 


DEPARTMENT OF THE ARMY, June 6, 1955. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 


DEAR Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 6, 84th 
Congress, a bill to preserve the scenic beauty of the Niagara Falls and River, to 
authorize the construction of certain works of improvement on that river for 
power purposes, and to further the interests of national security by authorizing 
the prompt development of such works of improvement for power purposes. The 
Secretary of Defense has assigned to the Department of the Army the responsi- 
bility for preparation of a report thereon. 

The Department of the Army has considered the above-mentioned bill. The 
bill declares that Congress finds that the United States is obligated to preserve 
and enhance the scenic beauty of the Niagara Falls and River and that it is 
necessary in the furtherance of the national security that the share of the waters 
of the Niagara River available for power purposes under the treaty between 
the United States and Canada signed February 27, 1950, be utilized promptly. 
The bill declares the policy of the Congress to be to assure the development of 
low-cost electric power under the private enterprise system. It authorizes the 
Federal Power Commission to issue to citizens, an association of citizens, or to 
a corporation a license for the purpose of prosecuting works of improvement for 
redevelopment of the Niagara River in substantial accordance with the project 
plans outlined in the report of the Bureau of Power of the Federal Power Com- 
mission dated September 28, 1949, subject to such modifications as the Com- 
mission may deem advisable. The bill provides also that the licensee shall pay to 
the United States the United States share of the cost of construction of the 
remedial works to be undertaken in accordance with article II of the treaty 
above referred to whenever such remedial works are constructed by the United 
States. 

On August 9, 1950, the Senate ratified the aforesaid treaty of February 27, 
1950, with the following reservation: 

“The United States on its part expressly reserves the right to provide by Act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the Treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authoriezd by Act of 
Congress.” 

The treaty makes additional water available for generation at the falls by both 
countries. That additional water, combined with the potential head in excess 
of 300 feet, constitutes a tremendous additional power resource. 
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Canada, through the Hydroelectric Power Commission of Ontario, already 
has construction in an advanced stage of new facilities to develop Canada’s 
share of the increased power. Under article VIII of the treaty Canada may 
use our added share of the diversion of water for power purposes until such 
time as we provide facilities to utilize that flow. Accordingly, the Department 
favors the early accomplishment of a project to develop the United States share 
of the power diversion. 

Among other things, the 1950 treaty expresses the primary obligation of the 
two Governments to preserve and enhance the scenic beauty of the Niagara 
Falls and River: indicates the minimum flows that must be passed over the 
falls; and provides for the International Joint Commission to submit for ap 
proval of the two Governments recommendations as to the nature and design 
of remedial works deemed necessary to produce an unbroken crestline on the 
falls. The remedial works to preserve and enhance the scenic beauty of the 
Niagara Falls and River are now being constructed by the United States and 
Canada under the supervision of the International Joint Commission 

sy resolution adopted June 5, 1951, the Senate Public Works Committee 
ealled upon the Corps of Engineers to review previous Niagara River reports 
with a view to determining the most feasible general plans for utilization of the 
waters apportioned to the United States for power development at this locality, 
consistent with the provisions of the 1950 treaty, and the effect of such develop 
ments upon the Federal navigation projects in that area. The report of the 
district and division engineers has been submitted to the Chief of Engineers 
and is now before the Board of Engineers for Rivers and Harbors. 

In response to resolutions of the House Public Works Committee adopted 
March 26, 1952, and June 26, 1952, the Corps of Engineers is making a coordi- 
nated study of the Great Lakes water levels with a view to determining the 
advisability of local flood-protection measures and’ the feasibility of a plan of 
regulation of the levels of the Great Lakes that will best serve all interests, 
including the reduction of damage to shore properties, the use of the Great 
Lakes for navigation, and the use of the storage and outflows from the Great 
Lakes for power development. 

The power potential at Niagara Falls is very great, and it is important to the 
public interest that the power development fully utilize this potential. The 
initial development must therefore include adequate provisions for later enlarge 
ment, particularly to take account of possible future regulation of Lake Erie 
and the upper Great Lakes. The studies now in progress by the Corps of Engi- 
neers and further investigations by the Federal Power Commission and the 
Corps of Engineers will determine more exactly how the power development 
should be made. 

The Department of the Army does not object to non-Federal power develop 
ment at Niagara Falls provided that it is accomplished in accordance with the 
best plan for the use of the power potential and that the scenic beauty of Niagara 
Falls is properly protected. The protection of the scenic beauty is provided for 
in the 1950 treaty and in the bill, S. 6. To assure the best development for 
power it is recommended that section 2 of the bill, providing for power develop- 
ment in accordance with plans contained in the 1949 report of the Bureau of 
Power of the Federal Power Commission, be amended to include subsequent 
plans that heretofore and hereafter may be made by the Corps of Engineers and 
Federal Power Commission. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 





FEDERAL POWER COMMISSION REPORT ON S. 6, 84TH Conoress, A BILL To PRESERVE 
THE SCENIC BEAUTY OF THE NIAGARA FALLS AND RIVER. To AUTHORIZE THE 
CONSTRUCTION OF CERTAIN WorKS OF IMPROVEMENT OX THAT River For Power 
PURPOSES AND To FURTHER THE INTERESTS OF NATIONAL SECURITY BY AUTHOR- 
IZING THE PROMPT DEVELOPMENT OF SUCH WorKS OF IMPROVEMENT F ® POWER 
PURPOSES 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The Niagara 
Treaty under which this redevelopment may be undertaken was ratified on Au- 
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gust 9, 1950. Soon thereafter, the Hydroelectric Power Commission of Ontario 
started the Sir Adam Beck, No. 2, development on the Canadian side, which is 
planned for 1,375,000 kilowatts of generating capacity, of which 525,000 kilo- 
watts are already in service. Canada has already used almost three times the 
flow used on the United States side for power development and will continue to 
do so until redevelopment will permit use of the United States half of the flow. 

While a detailed plan for redevelopment on the United States side has not been 
completed, general plans have considered an installation as high as 2,500,000 kilo- 
watts with an average annual output of about 12 billion kilowatt-hours. By com- 
parison, the ultimate installed capacity of the Boulder project is 1,349,500 kilo- 
watts with an average annual output of 5.3 billion kilowatt-hours. At Grand 
Coulee the ultimate capacity is 1,944,000 kilowatts with an average annual out- 
put of 15.6 billion kilowatt-hours. And on the St. Lawrence there will be about 
940,000 kilowatts on the United States side with an average annual output of 
6.3 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have profound economic effects in the mar- 
ket area. While the power supply is reasonably ample at the present time, new 
power capacity must be installed to meet anticipated increases in the power loads 
which are the result of economic growth. 

Nonutilization of the additional diversion permitted at Niagara Falls repre- 
sents a continuing economic loss which in terms of fuel cost alone of equivalent 
steam power would amount to about $24 million annually. It is neither good 
business nor in the public interest to continue to waste these water-power re- 
sources and the basic purpose of the bill to authorize the redevelopment of such 
resources under the safeguards of the Federal Power Act is sound. 

However, the bill provides that the redevelopment shall be made only by 
private enterprise, and while one of the basic purposes of the Federal Power 
Act is to enable private companies and others to develop waterpower resources 
with full protection, both to the investors and to the general public, nevertheless, 
the Federal Power Act also affords to States and municipalities full opportunity 
to utilize waterpower resources and requires the Commission to determine what 
proposals for development are best adapted to comprehensive plans for the widest 
public benefit. If the State or municipal plans for a particular development are 
deemed by the Commission to be better than or equally as well adapted as the 
plans of a privately owned company to conserve and utilize such resources in 
the public interest, the act gives a preference to such public agencies in the 
issuance of a license. 

The bill, S. 6. therefore, would constitute a deviation from this general policy 
of complete analysis which has been in effect since 1920, and would preclude the 
consideration of all of the factors which should be considered and would other- 
wise be considered under the Federal Power Act. 

The Legislature of the State of New York has already declared its interest 
in the development of the Niagara River. It has expressly amended the laws 
creating the Power Authority of the State of New York to provide for State 
development of the additional diversion at Niagara Falls if Congress should 
open the way to non-Federal use of that diversion. The privately owned utili- 
ties which are seeking authority to undertake this project have also made plans 
for construction of this project and the distribution of the power which can be 
generated. If the powerplant, installed capacity, and annual output would be 
the same under either aegis, it might be necessary to see how the power output 
would be fitted into the economy of the area in order to determine which plan 
would be the best in the public interest. Until all feasible plans have been 
thoroughly studied, it would not seem to be possible to determine which plan of 
development would be most fully in the public interest. 
would not seem to be supportable. 

On page 5, section 4, line 13 of the bill the reference to section “3 (b)” as per- 
taining to the provision for Department of Defense priority to project power 
should be corrected to read “3 (a)” in order to accurately state the meaning 
which the language is evidently intended to have. 

For the reasons stated, the Commission recommends early enactment of legis- 
lation which will provide for full use of these waterpower resources, but also 
recommends that if non-Federal development is to be permitted under the Federal 
Power Act the policies of that statute be followed by permitting the issuance 
of a license to a State or municipal agency or to a privately owned company, 
whichever presents plans found to be for the widest public benefit. 


FEDERAL PowER COMMISSION, 
By ———- ———., Chairman. 


Anything less, of course, 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupcer, 
February 10, 1955. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
412 Senate Office Building 

My Dear Mr. CHAIRMAN: This will acknowledge your letter of January 18, 
1955, requesting the views of the Bureau of the Budget on 8S. 6, to preserve the 
scenic beauty of the Niagara Falls and River, to authorize the construction of 
certain works of improvement on that river for power purposes, and to further 
the interests of national security by authorizing the prompt development of such 
works of improvement for power purposes. 

It is recommended that the committee approve legislation, in lieu of 8. 6, which 
would permit the Federal Power Commission to consider the various proposals 
for redevelopment of the Niagara River under the terms of the Federal Power 
Act. 

Sincerely yours, 
DoNALD R. BELCHER, Assistant Director. 


DEPARTMENT OF STATE, 
June 6, 1955. 

DEAR SENATOR CHAveEz: Reference is made to your letter dated April 27, 1955, 
and the reply of this Department dated April 28, 1955, concerning your desire 
to receive suggestions of the Department regarding the merits and the propriety 
of the passage of S. 1823, a bill to authorize the construction of certain works of 
improvement in the Niagara River for power and other purposes. 

Two formal amendments are suggested with respect to the first section of the 
bill. It is noted that on page 1, line 4, reference is made to the provisions of the 
reservation of the Senate of the United States in “ratifying” the treaty between 
the United States of America and Canada concerning uses of the waters of the 
Niagara River, signed February 27, 1950. Article II, section 2 of the Constitution 


of the United States provides that treaties may be made “by and with the advice 


” 


and consent of the Senate.” The language used in the bill is not in accord with 
this provision or with the facts, since the treaty was ratified by the President on 
August 24, 1950. It is suggested that the word “ratifying” in line 4, page 1, be 
stricken out and that the words “giving its advice and consent to the ratification 
of” be inserted in place thereof. On page 2, line 5, the word “reservations” 
should be stricken out and the word “reservation” substituted therefor. The 
word “consistant” in this line should be spelled “consistent.” 

Section 2 (a) of the bill authorizes and directs the Federal Power Commission 
to issue a license to the New York Power Authority for the construction and’ oper- 
ation of the project upon its application therefor and its acceptance of licensing 
conditions subsequently set forth. As article II of the Convention of February 27, 
1950, provides that remedial works to enhance the beauty of the falls shall be 
constructed in accordance with the recommendations of the International Joint 
Commission as to the nature and design of such remedial works when approved 
by the two Governments, and directs that the construction of such remedial 
works “shall be undertaken pursuant thereto under the supervision of the Inter- 
national Joint Commission,” it is believed that a provision should be added to 
section 2 which will make certain that the plans for the construction of the power 
facilities shall be in conformity with and subject to the plans for remedial works 
approved on July 21, 1953, by the United States and Canada. It is also believed 
that on account of the international character of the project, a Federal agency 
should exercise supervision of the construction and operation of the power proj- 
ect to give assurance that its construction and operation will be in accordance 
with the provisions of the Convention of February 27, 1950, especially the plans 
for the preservation and enhancement of the scenic beauty of Niagara Falls. 

The Senate of the United States by the resolution of August 9, 1950, gave its 
advice and consent to the ratification of the treaty with the following reservation : 

“The United States on its part expressly reserves the right to provide by Act 
of Congress for redevelopment, for the public use and benefit, of the United 
States’ share of the waters of the Niagara River made available by the provisions 
of the Treaty, and no project for redevelopment of the United States’ share of 


such waters shall be undertaken until it be specifically authorized by Act of 
Congress.” 
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The Department therefore does not undertake to comment on those portions 
of S. 1823 which relate to the agency that may be authorized to construct and 
operate the power project, as that is considered to be a matter of domestic na- 
tional policy. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 
Sincerely yours, 


THRUSTON B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 10, 1955. 


Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 


DEAR Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to S. 1823, 84th Congress, a bill to au- 
thorize the construction of certain works of improvement in the Niagara River 
for power and other purposes. 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to authorize a project for power redevelopment at Niagara 
Falls in accordance with existing general laws of the United States. The bill 
provides that such authorization would constitute compliance with the reserva- 
tion of the Senate in ratifying the treaty between the United States and Canada 
concerning the uses of the waters of the Niagara River, this reservation states 
that no project for redevelopment of the United States share of the waters of 
the Niagara River for power purposes shall be undertaken until it be specifically 
authorized by act of Congress. The bill provides also that the Federal Power 
Commission shall be authorized and directed to issue a license to the New York 
Power Authority for the construction and operation of the project, with certain 
conditions being specified for inclusion in the license, particularly with respect 
to the disposition of project power. 

As stated in a report to your committee on the bill, S. 6, the Department 
of the Army does favor the early accomplishment of a project to develop the 
United States share of the diversion of water for power at Niagara Falls. 
Whether the project should be authorized for construction under the private- 
enterprise system, as provided in that bill, or whether the work should be 
done by a State agency, as would be permitted if S. 1823 were enacted, concerns 
a policy matter to be decided by the President and the Congress and with respect 
to which the Department of the Army considers it inappropriate to comment. 
It is suggested, however, that S. 1823 should be revised to provide for payment by 
the licensee of the United States share of the cost of the remedial works to be 
undertaken in accordance with the treaty. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


FEDERAL POWER COMMISSION, Rrport ON S. 1823, 84TH CONGRESS 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary, such redevelopment to be undertaken pursuant to a license 
under the Federal Power Act which the Federal Power Commission is author- 
ized and directed to issue to the New York Power Authority, subject to certain 
license conditions specified in the bill. 

The Niagara Treaty under which this redevelopment may be undertaken be- 
came effective on October 10, 1950. Soon thereafter, the Hydro-Electric Power 
Commission of Ontario started the Sir Adam Beck No. 2 development on the 
Canadian side which is planned for 1,375,000 kilowatts of generating capacity, 
of which a substantial portion is already in service with additional capacity going 
into operation from time to time. Canada has already used almost three times 
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the flow used on the United States side for power development and will continue 
to do so until redevelopment will permit use of the United States half of the flow 

While a detailed plan for redevelopment on the United States side has not 
been completed, general plans have considered an installation as high as 2,500,000 
kilowatts with an average annual output of about 12 billion kilowatt-hours. By 
comparison, the ultimate installed capacity of the Boulder project is 1,549,500 
kilowatts with an average annual output of 5.3 billion kilowatt-hours. At Grand 
Coulee the ultimate capacity is 1,944,000 kilowatts with an average annual output 
of 15.6 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have an economic effect in the market area, 
and new power capacity must be installed to meet anticipated increases in the 
power loads which are the result of economic growth. 

Nonutilization of the additional diversion permitted at Niagara Falls repre 
sents a continuing economic loss which in terms of fuel cost alone of equivalent 
steam power would amount to about $24 million annually. It is neither good 
business nor in the public interest to continue to waste these water-power re 
sources and the basic purpose of the bill to authorize the redevelopment of such 
resources under the safeguards of the Federal Power Act is sound. 

The bill provides that the redevelopment shall be made only by the New York 
Power Authority, a public agency of the State of New York. While one of the 
basic purposes of the Federal Power Act is to enable State and municipal agencies 
to develop water-power resources consistently with the public interest, neverthe 
less, the Federal Power Act also affords te privately owned companies and others 
an opportunity to utilize water-power resources with full protection both to 
investors and to the general public, and requires the Commission to determine 
what proposals for development are best adapted to comprehensive plans for the 
widest public benefit. If the plans of a State or municipal agency for a particular 
development are deemed by the Commission to be better than or equally as well 
adapted as the plans of a privately owned company to conserve and utilize the 
water resources of the area in the public interest, section 7 (a) of the act explicitly 
requires the giving of a preference to such public agencies in the issuance of a 
license. 

This bill, therefore, by directing issuance of the license to a particular public 
agency, would constitute a deviation from, the general policy of complete analysis 
which has been in effect since 1920, and would preclude the consideration of all 
of the factors which should be considered under the Federal Power Act. 

The Legislature of the State of New York has declared its interest in the 
development of the Niagara River. It has expressly amended the laws creating 
the Power Authority of the State of New York to provide for State development 
of the additional diversion at Niagara Falls if Congress should open the way to 
non-Federal use of that diversion. The privately owned utilities which desire 
to undertake this project have also made plans for construction of this develop- 
ment and the distribution of the power which can be generated. If the power- 
plant, installed capacity, and annual output would be the same under either 
aegis, it might be necessary to see how the power output would be fitted into the 
economy of the area in order to determine which plan would be the best in the 
public interest. Until all feasible plans have been thoroughly studied, it would 
not seem to be possible to determine which plan of development would be most 
fully in the public interest. Anything less, of course, would not seem to be 
supportable. 

Section 2 of the bill would require preference in the marketing of power to be 
given to counties and municipalities and their instrumentalities; to agencies of 
New York State; to rural electric cooperatives; and to United States defense 
agencies. Withdrawal clauses would be required in all contracts with private 
utilities to insure continued availability of power to preference customers, and 
also the licensee would be required to construct or acquire by purchase or other 
agreement transmission lines to distribute such power to preference customers, 
to privately owned companies, and to neighboring States. These preference pro- 
visions would impose upon the Commission difficult administrative responsibilities 
which would be only remotely related to the present policies expressed by Con- 
gress in part I of the Federal Power Act. However, the Commission recognizes 
that the desirability of adopting such a policy is a question for congressional 
determination, and therefore expresses no opinion with respect to the wisdom of 
including those particular provisions in the bill. 

The licensee would be required to make a reasonable portion of the project 
power available for use within economic transmission distance in neighboring 
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States and in the event of disagreement between the licensee and the power- 
marketing agency of any such neighboring State with respect to the apportion- 
ment of power, the Federal Power Commission would make such a determina- 
tion after notice and hearing and in accordance with the preference priorities 
which would be established-by this bill. Precedence exists in the recently en- 
acted Priest Rapids Dam bill authorizing issuance of a Commission license for 
that site (Public Law 544, 83d Cong., approved July 27, 1954; 67 Stat. 574) for 
giving the Commission authority to make such a determination, although that 
enactment does not embody the preference requirements contained in the sub- 
ject bill. A similar provision, without any preference provision, was included 
in the St. Lawrence license.’ 

Section 2 would further require inclusion of the license condition that contracts 
for the sale of project power to purchasers for resale contain provisions insuring 
reasonable resale rates to domestic and rural consumers. While the Commis- 
sion recognizes the desirability of furnishing electric energy to ultimate con- 
sumers at the lowest rates which shall reflect as nearly as possible the cost of 
the service (including the reasonable cost of or return on the money dedicated 
to the service), we wish to point out that the legal and administrative problems 
involved in implementing schemes for the passing on of such savings to con- 
sumers often present serious obstacles which are apt to render such proposals im- 
practicable. Moreover, the control of resale rates by the device of license con- 
ditions as proposed in this bill does not appear necessary to the protection of the 
public interest because, in the case of sales for resale to public bodies, these 
bodies presumably are directly responsible to their customers and are fully pro- 
tecting the interests of these customers, and with respect to sales to private utili- 
ties, it is reasonable to assume that effective State regulation will adequately 
safeguard the interests of ultimate consumers. It is recommended that these 
provisions relating to the control of rates for resale of project power be deleted 
from the bill. 

Section 2 (b) (6) of the bill would require the licensee in cooperation with a 
New York State agency to submit for Commission approval a plan for the con- 
struction of a scenic drive and park on the American side of the Niagara River 
near the Niagara Falls and to participate in the cost of such development to such 
extent as the Commission may approve. There is an existing park and recrea- 
tional development along the American shore and on Goat Island which is under 
the jurisdiction of the Niagara Frontier State Park Commission (of New York). 
Therefore, without further clarification question may arise as to whether this 
provision of the bill constitutes an invasion of the park commission’s authority 
and functions. In any event, there would seem to be no serious objection to re- 
quiring the licensee to contribute a reasonable amount to the cost of improving 
or extending the existing park facilities. 

The 1950 treaty calls for the equal sharing by the United States and Canada 
of remedial works for the enhancement and protection of the beauty of the falls 
to be constructed under the supervision of the International Joint Commission. 
This bill does not require the licensee to pay the United States share of the cost 
of the Niagara remedial works now under construction. The Commission has 
consistently recommended that the United States should retain ownership of 
these remedial works and that whatever legal entity builds and operates the 
power facilities on the United States side should pay the full United States share 
of the cost of such works assigned to the United States. 

For the reasons stated, the Commission urges early enactment of legislation 
which will provide for full use of these water-power resources, but recommends 
that if non-Federal development is to be permitted under the Federal Power Act 
the policies of that statute be followed by permitting the issuance of a license to 
a State or municipal agency or to a privately owned company, whichever pre- 
sents plans found to be for the widest public benefit, and further recommends that 


1 The Commission's license issued July 15, 1953, to the Power Authority of the State of 
New York for the St. Lawrence power development (Project No. 2000) contains the fol- 
lowing condition : 

Article 28. The Licensee shall make a reasonable portion of the power capacity and a 
reasonable portion of the power output available for use within the economic market area 
in neighboring States and shall cooperate with agencies in such States to insure compliance 
with this requirement. In the event of disagreement between the Licensee and the power- 
marketing agencies (public and private) in any of the other States within the economic 
market area, the Licensee further agrees that the Commission may determine and fix the 
applicable portion of power capacity and power output to be made available hereunder and 
the terms applicable thereto: Provided, That if any State shall have designated a bargain- 
ing agency for the procurement of such power capacity and power output on behalf of such 
State, the Licensee shall cooperate and deal only with such agency in that State. 
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consideration be given to modification of the bill in other respects along the lines 
suggested herein. 
FeperaL Power CoMMISSION, 
By . - , Chairman 


Senator Kerr. I have a telegram here from State Senator Earl W. 
Brydges, 52d district, and J. E. Hollinger, assemblyman, Ist assem 
bly district, Niagara County; and Ernest Curto, assemblyman, 2d 
assembly district, Niagara County, with reference to this legislation, 
and it will be made a part of the record. 

(The telegram referred to is as follows :) 


NIAGARA Fats, N. Y., July 11, 19565 
Hon. Roperr 8S. Kerr, 


Cc hairman, Subcommittee on Rivers and Harbors, 
Senate Public Works Committee, Washington, D. C.: 

As the State senator and the assemblymen representing the Niagara frontier 
districts, we should like at this time to reaffirm the position which we have taken 
since 1951 and have it made part of the record of the Senate Public Works Com 
mittee. We oppose either State or Federal redevelopment of the waters of the 
Niagara River so long as private enterprise is able and willing to continue this 
development under proper regulation and under equitable diversion rentals. 

Our opposition and views today are the same as were publicly stated at the 
time of the close of the 1951 legislature, again were asserted in 1953 and made 
a part of the hearings before the Public Works Committee of the United States 
Senate during the 2d session of the 83d Congress, and were reaffirmed in a tele- 
gram to the chairman of the Public Works Committee of the House of Represent 
atives on June 8 of this year. 

Our position of opposition to Government, either Federal or State. making 
this redevelopment was emphasized at the outset of the 1955 session of the State 
legislature by our introduction of a resolution memorializing the Congress to 
enact such appropriate legislation as would authorize and direct the Federal 
Power Commission to issue a license for construction and operation of the Ni 
agara redevelopment project by private enterprise. 

The New York Power Authority Act, passed in 1931, did not include reference 
to the Niagara River. In 1951 we voted to extend the act to include the Niagara 
only because at that time there had been introduced into the Congress of the 
United States the Lehman-Roosevelt bill providing for Federal development of 
the Niagara, and because the obvious intent of the then administration in Wash 
ington to nationalize the entire power industry of the United States made it 
difficult to pass any bill for such redevelopment by private enterprise. 

We voted, therefore, for the Power Authority Act extension only as a defense 
against Federal development and not as an offense against private enterprise. It 
was our understanding that the avowed purpose of the State legislation and of 
proposed Federal legislation which would have authorized the power authority 
to undertake.the power project was to defeat a Federal development at Niagara 
and not to exe lude private enterprise, whose proposals to develop further the 
waters of the Niagara, when additional waters became available, had 
matter of public knowledge and record for many years. 

Had we thought that the day ever would come when the 1952 extension of the 
Power Authority Act to include the Niagara River would be used in efforts to 
drive out of business those same private enterprise companies who have pio- 
neered in power development at Niagara for more than 50 years, we never would 
have voted for such an extension. 

Our position today is the same as it has been, namely, that so long as private 
enterprise is able and willing to undertake this project, we are opposed to its 
development by government, State or Federal. In this respect our position rep- 
resents the views of almost everyone in our respective areas 

EARL W. BRYDGEs, 
New York State Senator, 52d District. 
J. BE. HoLLinGer, 
Assemblyman, 1st Assembly District, Niegara County. 
ERNEST CURTO, 
Assemblyman, 2d Assembly District, Niagara County. 
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Senator Kerr. Senator Lehman, will you give us your statement and 
‘all on the witnesses that you have here to bring us their statements 
with reference to your bill ? 


STATEMENT OF HON. HERBERT H. LEHMAN, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 


Senator Lenman. It is my privilege, Mr. Chairman, to appear be- 
fore this subcommittee in behalf of S. 1823, a bill introduced by me 
in association with 17 other Members of the Senate, authorizing the 
development of power on the Niagara River by the State of New York. 

May I express my very deep appreciation to you and to the other 
members of the committee for the opportunity of appearing before 
this subcommittee. 

An identical bill has been introduced into the House of Representa- 
tives by Congressman Irwin Davidson, of New York, who will also, 
in the course of these hearings, appear to testify in behalf of this 
measure. 

There is also pending before this committee, S. 6, authorizing cer- 
tain private companies to utilize this public resource, and to construct 
and maintain these power works. 

I have testified before the Senate Public Works Committee many 
times on this same subject. I introduced my first bill for the public 
development of the Niagara in 1950, 5 years ago. There were hear- 
ings before this committee at that time, and again in every subsequent 
Congress. 

I want to make clear at the outset, Mr. Chairman, that S. 1823, my 
bill, does not require a single penny of expenditure by the Federal 
Government. This is not a request for a Federal project. This is a 
proposal for Federal authorization of a State project, consistent 
with, in compliance with, and in accordance with the reservation at- 
tached by the Senate, by unanimous vote, to the 1950 treaty with 
Canada, permitting the diversion of water from the Niagara River 
for power purposes. 

I should like at this point to read into the record the reservation to 
that treaty, unanimously approved by the Foreign Relations Commit - 


tee, on motion of Senator Aiken, of Vermont, and thereafter by the 
Senate : 


The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment for the public use and benefit of the United States 
share of the waters of the Niagara River made available by the provisions of 
the treaty, and no project for such redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authorized by act of 


Congress. 

That reservation, Mr. Chairman, is the basis of the legislation before 
us today. Congress reserved the right to authorize specifically the 
project for the redevelopment of the waters of the Niagara for power 
or other purposes. 

Had the Senate failed to attach that reservation, the Niagara 
Mohawk Power Co. could have marched before the Federal Power 
Commission, immediately after that ratification of the treaty of 1950, 
and made application for a license to develop that power. 

Senator Kerr. May I interrupt for a question ? 
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Senator Lenman. I am, of course, very glad to accommodate myself 
to the wishes of the committee. I was wondering whether it might 
save time if I completed my statement because it takes up so many of 
the questions that might be asked. 

Senator Kerr. It might save your time but it wouldn't save my 
time. 

Senator Leuman. I understand and am glad to accommodate 
myself to any procedure the chairman desires. 

Senator Kerr. I just wanted to get in my own mind the picture of 
the legal status. As 1 understand it, by the reservation in the treaty, 
it is the privilege or authority of the Congress and the Congress alone 
to make provision for the beneficial use of this water 

Senator Lenuman. The chairman is absolutely correct on that. It 
is a duty imposed on the Congress by the Senate in 1950, that no work 

‘an be undertaken; no power can be deve ‘loped, and no license 
‘an be issued except on the specific authorization of the Congress of 
the United States. 

Senator Kerr. Now, in order that the committee and its chairman 
may have in their minds as they consider these two bills and various 
amendments that may be suggested, I take it that insofar as the 
authority and responsibility of the Congress is concerned, it could 
authorize the development of power from the: se waters through the 
construction by the Federal Government of a power project, or a 
niultiple-purpose project, or it could authorize . the development of a 
project jointly with the State of New York, or it could authorize the 
State of New York itself as such, if it so desired, to develop a power 
project there, either under specifications prescribed by the Congress, 
or in a manner authorized by the Congress. 

I take it, also, that if Congress saw fit, it could even authorize the 
licensing by a private power company to develop a power project for 
the use of these waters. 

Now, the chairman is not taking the position in favor of any of those 
proposals; he is only asking the Senator if his statement as to what 
the Congress may in its judgment do is correct. 

Senator Lenman. Undoubtedly the interpretation of the chairman 
is correct. The Congress under the reservation that was placed into 
the treaty is supreme in its decision—always, of course, taking into 
account that the redevelopment of these waters must be for the public 
use and benefit. 

Congress certainly would have the right to enter into a partnership 
with the State of New York. C ongress would have a complete right 
to decide that the Federal Government should develop these waters 
tor the public benefit. 

Congress has a right to turn these waters over to the State of New 
York. 

I would always assume, of course, that there would be appropriate 
safeguards to assure that the powers and the power developments from 
waters would be for the public benefit. 

Senator Kerr. The chairman would be opposed to it, but in order 
that we may understand what we are considering, as I understand it, 
Congress could even pass a law permiting the development of these 
waters under specifications contained in legislation by private power 
interests. 
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Senator Lenman. I think, of course, that the powers of the Con- 
gress are almost without limit in this respect. I would think, how- 
ever, that the reservation that was placed in the treaty of 1950 would 
require that the Congress give adequate consideration to the public 
benefit. 

Senator Kerr. I am not considering what Congress should do. I 
am just seeing if I understand what they can do. 

Senator LeHman. There is no question about that. 

Senator Kerr. I appreciate very much the Senator’s answering 
those questions for me and I wanted to get that in my own mind 
clearly as I went into it. 

Senator Lenman. I thank the chairman for asking me. 

Senator Case. Might I supplement what has been said by saying 
that it is my recollection, based on the hearings last year, that what 
the Senate did by its reservation was to reserve for Congress the op- 
portunity to take special action in regard to Niagara waters; that 
had it not been for that, applications “could have been made to the 
Federal Power Commission under the general law. 

Senator Kerr. That is what the Senator has said, I believe, in his 
statement. 

Senator Case. But there was no responsibility other than the op- 
portunity—that is, there was no requirement that we take any action. 

Senator Kerr. We fixed it so that nobody else can, and that Con- 
gress can take such action as in its judgment it decides to take. 

Senator Case. That’s right. 

Senator Neupercer. Mr. Chairman, as I gather, the full intent of 
Senator Lehman’s statement regarding the authority of the Congress 
is contained at the bottom of page 2. He has three paragraphs there 
which talk about the authority of the Congress and the intent of the 
Senate in ratifying the treaty; if I am not mistaken, a lot of this is 
covered at the bottom of page 2 in his statement. 

Senator Kerr. Off the record. 

(Discussion off the record.) 

Senator LrHman. I want to say to the Senator from South Dakota 
that he is quite right that if the Senate had failed to attach the reser- 
yation which I have quoted to the treaty, the Niagara Power Co., or 
any other private utility company, could have come in and applied for 
license without any control by the Congress. 

Senator Kerr. The Federal Power Commission under general law 
would have had authority to have granted the license if they in their 
judgment decided to? 

Senator Casr. Now that that point comes up, I think it would not 
be complete—the picture would not be complete—unless the record 
shows whether or not the State of New York would have been in 
position at that time to have acted. 

Now, it is my impression that the State of New York modified its 
law subsequently so that it would be in position to act. But without 
the reservation, if New York had been in position to act, and if New 
York—the State of New York—had presented a proposition equal to 
that of any other proposal, then the Federal Commission—the Federal 
Power Commission—would have granted the license to the State of 
New York. 

Senator Kerr. Could have, but would not have had to. 
Senator Case. Would have had to under the general law. 
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Senator Lenwan. The Senator from South Dakota is entirely 
correct in saying that at that time we had no instrumentality in the 
State of New York to undertake this work. 

Senator Case. That was by the reservation. 

Senator LeuMan. I think I already have made this point, but if not, 
I will develop that thought in the next paragraph or so. 

To further follow the remarks of the Senator from South Dakota, 
at that time, Mr. Chairman, in February of 1950, there was no authori 
zation for any entity or instrumentality of the State of New York to 
apply for a comparable license for the Niagara. At the time the 
Power Authority of the State of New York was confined in juris- 
diction by its basic legislation to the St. Lawrence River. Since 
that time, however, the New York State Legislature, upon the recom 
mendation of Governor Dewey, amended the New York Power 
Authority Act to permit that State instrumentality to construct, 
maintain, and operate a power project on the Niagara River, as well 
as on the St. Lawrence. 

But to go back, Mr. Chairman, in the spring of 1950, only a private 
power company could have practically applied for and received ¢ 
license to build and operate the Niagara project. So the Senate, in 
its wisdom, provided that the Niagara project could not be constructed, 
save by express authorization of the Congress, and the Senate stipu- 
lated that this development, when authorized, should be for the public 
use and benefit. 

The Senate, in ratifying the treaty, meant and intended that the 
Niagara project be a public project, publicly developed. The Senate 
did not intend for the Niagara waters to be turned over to private 
interests, for private exploitation, for private profit. 

Those waters, the additional waters of the Niagara River, 36,000 
cubic feet per second, falling a distance of more than 300 feet over 
the Niagara escarpment, became available for power purposes by the 
exercise of the sovereign treatymaking power of the United States 
Government. These are international w aters, as the Niagara River 
is an international boundary waterway. 

These waters are within the jurisdiction of Congress, both as an 
international waterway, and as a navigable river. Congress can 
and should dispose of these water, the United States share of the 
waters are there by design of prov idence: the drain: age of the Great 
and a duty to direct how ‘these waters are to be used and the conditions 
under which they are to be used for power purposes. 

This is a dual-purpose undertaking, by treaty commitment. The 
United States has undertaken to preserve and enhance the beauty 
of Niagara Falls, while disposing of an additional 36,000 cubic feet 
per second for power purposes. 

The United States is bound to enhance the beauty of the falls as 
a scenic attraction, as a part of the natural heritage of this continent. 

The potential, too, is part of our public heritage. The additional 
power potential was made available as the result of a treaty. The 

waters are there by design of Providence: the drainage of the Great 
Tene on their way to the sea, the rain which comes from heaven, and 
the springs and streams which feed this great water system. 

All this belongs to no individual, but to the people who inhabit the 
continent, and to their posterity, to the people as a whole, and to 
their descendants. 
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It will take no special enterprise to develop this power potential. 
Divert the water by means of canals, and let it pour down over tur- 
bines connected with generators, and power will flow off the line. 
The Niagara power potential represents the largest single block, 
produe able at the cheapest rates, at any site in the Nation or on the 
North American Continent, as far as I know. 

Senator Kerr. I am trying to get the picture in my mind of this. 
Is the power potential here greater than it would be at Hells Canyon ¢ 

Senator Lenman. Yes, I believe it is. As I was about to say, the 
added power potential is 1,250,000 kilowatts, which, I think, is con- 
siderably greater than Hells Canyon. 

Senator Neunercer. Mr. Chairman, it is somewhat larger. The 
power potential at Hells Canyon, both at the site and from firming 
up downstream sites is about 1,100,000 kilowatts. 

Senator Kerr. This is 1,250,000. 

Senator NeuperGer. This is slightly larger. 

Senator Lenman. May I add, too, that I have given the figure of 
1,250,000 kilowatts. That is the American share of it. To that must 
be added the Canadian share, which is about the same, a total of more 
than 2 million kilowatts of capacity. 

Senator Kerr. Thank you. 

Senator Lenman. As I said, the added power potential on the 
American side is 1,250,000 kilowatts. This power project can pro- 
duce almost 10 billion kilowatt-hours of electric power annually. This 
power can be produced by a public facility at a little over 2 mills per 
kilowatt. 

Senator Nevsercer. I do not want to interrupt, but just so your 
record is not challenged, you mean 2 mills per kilowatt hour. 

Senator Lenaan. I thank you, sir. 

Senator Gore. May I ask a question there, Senator Lehman? 

Senator Lenman. Certainly. 

Senator Gore. Is not the flow of this river remarkably uniform ? 

Senator Lenman. Generally speaking, it is. remarkably uniform. 
It varies little. And under the scheme that was developed by the 
Bureau of Power of the Federal Power Commission, and based on the 
plan developed by the New York Power Authority in 1938, the flow 
of water, the power generated by these waters plus the protection of 
the scenic beauty of ‘the falls, all would be and will be enhanced. 

T do not know whether I should say it now, because I think I have 
it later in my statement. You know, under the treaty, the Canadian 
Government can use any of the power that is not utilized by the United 
States. The Canadians are already using a very considerable part of 
that power. 

Senator Gorr. What we don’t use, they do. 

Senator LenmMan. They do. They have the right to do it under the 
treaty until we utilize our share. 

In my opinion, it is extravagant and wasteful to the point of almost 
criminality to let this water pour down the falls to the sea, without 
capturing the benefits of it at the soonest possible moment, when there 
is such a need, and there is a critical need, for this power in the entire 
northeastern part of the United States. 

The State of New York helped to make this power potential avail- 
able. Engineers employed by the State of New York helped to de- 
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velop the plan, set forth in the annual report of the New York Power 

Authority in 1938, for the nighttime and winter-season diversion of 
these waters, and for their nighitiine storage, to permit a major power 
, development without interfering with the scenic beauty of the falls. 
) And let me emphasize again that the enhancement and preservation 
of the scenic beauty of the falls is a major consideration, a basic com- 
mitment assumed by the United States in the 1950 treaty. 

It has been proposed and urged by some, never by me, that the 
Niagara project be a Federal project. I have always opposed this 
view on the grounds that the State of New York was ready and will- 
ing to develop, maintain, and operate this project, with all due con 
sideration of the Federal interest and of the Federal obligation. 

The State of New York is equipped by statute, by experience, and 
by traditional devotion to its concepts of public power to construct 
and maintain this project, for the public use and benefit. The State 
of New York is ready to borrow the money from private, prudent 
investors, using the credit of the New York State Power Authority to 
pay for the construction. 

With all the renewed emphasis in Congress on the rights of the 
States, and on the desirability of letting the States do what they can 
properly and legally do, I hope and pray—indeed, I am confident 
that this Congress will not deny New York its expressed will in this 
matter, a will which is so entirely consistent with national power 
policy. I approve stipulating, of course, and my bill so specifies, all 
the conditions and safeguards which are necessary to protect the Fed- 
eral and national interest. 

It is utterly inconceivable to me that Congress should use its author- 
ity to defy the will of the people of New York, reverse a national 
policy, a bipartisan policy of 50 years’ duration, to turn the Niagara 
resource over to private interests, to exploit this resource, this public 
resource, for private profits. 

This committee will hear today from a spokesman for the Governor 
of New York who will express the same view. The same view has 
been expressed by the preceding Governor of New York, a member 
of the opposite politic: al party, former Gov. Thomas E. Dewey. 

Every Themes nor of New York for the past 30 years, with one excep- 
tion, has stood for public development of New York’s hydroelectric 
resources. That one exception, the late Gov. Nathan Miller, when his 
attitude made an issue of public development of our hydroelectric 
resources, was defeated after one term by the late, great Alfred E. 
Smith, one of the most outstanding advocates of public power of my 
memory. Al Smith, incidentally, helped me shape my views on this 
issue as much as any other individual with the possible exc eption of 
Theodore Roosevelt for whom I voted on the only occasion in my 
lifetime that I ever crossed over to the Republican Party national 
ticket. 

Senator Kerr. That is barred by the statute of limitations. 

Senator Lenman. I would not have confessed that if I had not had 
that confidence. 

Senator Neusercer. No for giv eness is necessary. 

Senator Lenman. New York State will gladly undertake to finance, 
construct, and operate this project, as it is already doing, under li- 
cense from the Federal Power Commission, with the St. Lawrence 
power project. And incidentally, it would be wasteful and inefficient 
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not to operate these two great projects in tandem, under the same man- 
agement and under the same policies. 

Furthermore, the State of New York will gladly undertake to do 
its share to preserve and enhance the beauty of the falls. New York 
State wants to build a great scenic drive and parkway on the ap- 
proaches to Niagara Falls, connecting four now-isolated parks, ex- 
tending from the north Grand Island Bridge, following the shore of 
the Niagara River to the falls, thence along the top of the escarpment 
to a point south of Lewiston, and thence inland to Fort Niagara State 
Park on Lake Ontario. 

It is estimated that this grand parkway project will cost about 
$15 million. New York State will build it, and wishes to add its cost 
to the cost of the project, to be paid for by the power consumers. 

Governor Harriman feels strongly that this should be done. Judge 
Gutman, who will appear before. you, counsel to the Governor, will 
testify to this effect. 

My bill, while authorizing the parkway, is somewhat indefinite as 
to the portion of this cost which will be borne by the power project. 
1 would be pleased, indeed, and would strongly urge this committee, 
to approve such a change in language in my bill, S. 1823, as Judge 
Gutman will propose, namely, that the entire cost of the parkway, up 
to a limit of $15 million, be included in the cost of the project, to be 
financed as the rest of the project will be. 

I have had some reservations as to whether this cost. should be borne 
by the consumers of the power, but I have been convinced by Governor 
Harriman that this is desirable, to help discharge the obligation of the 
United States “to preserve and enhance the beauty of the falls.” 

I and my staff expert on this subject have been in consultation with 
the Governor and his advisers, and with my good friend, Chairman 
Buckley of the House Public Works Commitee, who had introduced a 
Niagara bill somewhat different from mine, but also providing for a 
public power development. I am happy to say that we are all in com- 
plete agreement now, based on the provisions of the so-called Lehman 
bill, S. 1823. Judge Gutman will, of course, testify in the course of 
these proceedings today, and will more exactly define the attitude of 
Governor Harriman. Chairman Buckley, who had planned to attend 
these hearings, but has hearings of his own this morning, has author- 
ized me to make the above statement in his behalf, too. 

Now, Mr. Chairman, we have two bills before us: S. 1823 and the 

Capehart bill, providing for the giveaway of the Niagara resource to 
live private utility companies, but in reality to the Niagara Mohawk 
Power Co. 

Incidentally, I wish to make clear that I have nothing personal 
against the Niagara Mohawk Power Co., nor do I begrudge its efforts, 
in behalf of its management and stockholders, nor those of the other 
private utilities involved, to get control of this precious resource. I 
suppose they would not be fair to their stockholders if they didn’t do 
their best, within proper limits and proper means, te get this bonanza, 
which would be so eminently profitable, and would involve no venture 
or risk whatsoever. I am not entirely sure that in their efforts to 
convince Congress and the country of the merit of their case they have 
conducted themselves properly at all times and in all respects. Cer- 
tainly they have spent a great deal of money, money right out of the 
pockets of the consumers and taxpayers of this country, to propagan- 
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dize and lobby for the Capehart bill. Thousands and thousands of 
dollars have been so spent, in direct advertising, in sending speakers 
around to Kiwanis ad Rotary clubs, and in appeals to local boards of 
supervisors in New York State and elsewhere. 

Senator Gore. Does the Capehart bill provide that the company 
would pay any fee for this license or is it proposed that they have this 
natural resource free of charge / 

Senator Lenman. It makes no charge at all. The Capehart bill 
proposes that the resource, this tremendously valuable resource, be 
turned over lock, stock, and barrel to 5 or 6 private utility companies. 
I think there are five private utility companies. 

Senator Hruska. Without the payment of any fees / 

Senator LenmMan. Without the payment of any fees. 

Sen: itor Gore. I just wondered by what right this company expected 
so great a favor? 

Senator Lenman. I certainly don’t think there is any justification. 

Senator Gore. You don’t think there is a right ‘ 

Senator LeHmMan. No right or justification in my opinion. In my 
opinion, there would be no justification for the Congress to aut horize it. 

The private aes lobby has been very busy, indeed, Nationally, 
they have made the Niagara project their No. 1 project, their No. 1 
target. I hope and trust, and believe, that they have overshot the 
mark. 

Talk about private enterprise. This was their greatest demon- 
stration of enterprise, in trying to convince Congress that the Niagara 
resource should be turned over to these five private utilities, and pri- 
marily to the Niagara Mohawk Co. 

Which of you members of this committee, or of the Senate, from 
whatever State, has not received inspired correspondence on this sub- 
ject? Which of you hasn't felt the heat generated by the private 
utility lobby ? 

Now these companies, and this particular company, are integral and 
important parts of the economy of New York State, and I have no 
wish except to see all these private utilities thrive and prosper—al- 
though I am sure they would thrive and prosper more if they would 
reduce their rates. After all, the great bulk of electricity consumed 
in New York State will continue to be supplied by these private com- 
panies. 

And it must be so. But since the private utilities are monopolies, a 
little public competition, and the threat of public competition, is good 
for them and for the entire public. It helps keep them on their toes, 
helps encourage them to reduce their rates, and thus to sell more power 
und to make more profits. Incidentally, as 1 will show a little later 
in my remarks, ie more profits by reducing their rates. 

No, I have nothing against the private utilities. Quite the con- 
trary. They have their place. It is an important place—the most 
important, in fact. But their place is not in using a public resource 
for private profit. 

There is no enterprise in that. That is not the field of private 
business. That is public business. 

There is something of a paradox in the strenuous efforts being made 
by the private utility lobby to convince the country and the Congress 
that the greatest desire of these utilities is to pay more taxes. Their 
chief f argument—and it has been accepted by many sincere, if misin- 
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formed, individuals—has been that the Niagara resource should be 
turned over to private utility companies, in order to let these com- 
panies pay more taxes, 

On the other hand, they try just as hard to convince the public that 
they, these companies, should pay less taxes. When talking about tax 
legislation, these private utilities remind the public that it is the 
consuming public which pays the taxes—and that is perfectly and 
absolutely true. Every cent of taxes paid by these private utilities 
comes directly out of the pockets of the consumers. It is merely 
added to the rate structure, and to the electricity bill of every con- 
sumer. 

But when these same utilities appeal to the public to support efforts 
to get hold of the Niagara resource, why then these utilities talk 
about their taxpayments as if they, the management and the share- 
holders, paid the taxes, right out of their pockets—and are willing 
and anxious to do so, if Congress will only turn the Niagara Falls 
over to these private utilities, and let them relieve the poor everyday 
taxpayers of a part of the tax burden. 

Of course the taxes paid by the private utilities constitute a tax 
on the consumers of those utilities. There is no argument about that. 
It is an indirect form of taxation, a necessary and inevitable form 
under our system of government and our system of taxation. 

But let us not deceive ourselves about the weight of the argument 
that a private utility pays taxes and a public development does not. 
I will come back to this point in a few moments. 

I want to make the point now that these utilities are spending the 
taxpayer's money—tax-free money—to convince the public that they, 
the utilities—want to pay more taxes, by getting control of the Niagara 
resource. 

Utilities all over the country are contributing tax-free money to be 
spent in this propaganda campaign aimed at permitting the Niagara 
Mohawk Power Co. to pay more taxes. Does this make sense? Of 
course it doesn’t. It tine sense only when viewed as part of a nation- 
wide campaign to break down national power policy, to convince the 
public to give up its own inalienable rights in its own resources, and 
turn them over to private companies for private profit. 

Of course, the people of New York State will have none of this. 
A few people may be fooled. A few people may be convinced that it 
is to their own interest to feather the nest of the stockholders and 
management of the private utilities with the proceeds from public 
resources. But the majority of the people of New York State will 
not stand for it. They will rebuke it, as they have rebuked it every 
time the issue has been framed at the polls. 

I believe that what is true in New York State is also true for the 
Nation as a whole. 

Incidentally, I hope the members of this committee will take note 
of the fact that the giveaway bill, the Capehart bill, was introduced 
by the distinguished Senator from Indiana, for whom I have every 
personal respect. I am not questioning his integrity or sincerity for 
even a moment. But although my colleague from New York State is 
a member of the other political party, he did not see fit to introduce a 
bill for private development of Niagara. Indeed, in the last Con- 
gress he introduced a bill for public development. And when he ran 
for Governor of New York in last year’s election, he agreed that the 
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Niagara, as the St. Lawrence, should be publicly developed by New 
York State. Governor Harriman, of course, in his successful cam- 
paign, took a very forthright stand and publicly endorsed what was 
on at the time as the Lehman- Roosevelt bill. 

These remarks, Mr. Chairman, are addressed to the testimony you 
will hear—it was heard before the House Public Works Committee— 
that the people of New York State favor private development of these 
resources. Spokesmen for farm organizations will come before you, 
and representatives of chambers of commerce, and representatives of 
the unions whose workers are directly employed by the private util- 
ities. They will undertake to speak for the 15 million people of New 
York, in behalf of private development. 

I can more justly claim that I speak for the people of New York, 
Mr. Chairman, and so does Governor Harriman. I have run 9 times 
for statewide public office, and have 8 times received the mandate of 
the people, and each time, I have been all out for public-power develop- 
ment. So was Governor Dewey. So was Franklin D. Roosevelt. So 
was Al Smith. So was Charles Evans Hughes. So was Theodore 
Roosevelt. 

Some of the organizations of New York State are divided on this 
issue. But the people certainly are not. The people are for public 
power. 

At this point, Mr. Chairman, I should like to submit for the record 
a statement of Mr. Louis Hollander, president of the New York State 
CIO, whose organization and who, personally, supports the Lehman 
bill. I ask your permission to insert Mr. Hollander’s statement into 
the record of these proceedings at the conclusion of my remarks. 

Senator Kerr. Without objection, that may be done. 

Senator Lenman. Mr. Hollander is having a conference, sponsored 
by his union, at this very moment. Otherwise he would have asked 
permission to testify in person. 

There are representatives of other unions who will either testify in 
person or submit statements in behalf of the Lehman bill. The United 
Automobile Workers, the International Ladies Garment Workers 
Union, the Amalgamated Clothing Workers Union, the International 
Association of Machinists and many, many more, are in favor of 
public development, and in favor of the Lehman bill. 

I hope I have not belabored the point too much, Mr. Chairman; 
T have emphasized labor union support, because much has been made 
in the past of the opposition of these unions of utility workers. They 
have a basis for their position, I know. I will not go into it. I credit 
them fully with sincerity. I would be in favor of enacting provisions 
that would give employees of public-power developments the same 
rights now enjoyed by employees of private utilities. But that is a 
complicated matter, I have found, and cannot be adequately dealt with 
in this particular piece of power legislation. At least I know no way 
of doing it. 

One further point, Mr. Chairman, the private utilities which are 
seeking to gain control of this resource do not come before us with 
exactly clean hands, as far as responsible use of our natural resources 
is concerned. 

The Niagara Mohawk Power Co., or rather its predecessor com- 
panies, and other private industrial concerns as well, have not dealt 
kindly in the past with the Niagara. They did their best, not de- 
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liberately, of course, to despoil its beauty. Seventy-five years ago, 
every foot of ground on the American side of the Niagara was a pri- 
vately owned eyesore, and the public had no access to this great world 
spectacle at all. 

The State of New York stepped in and acquired the Niagara Park 
Reservation, over the protests of the private property-owning com- 
panies. They did everything they could to block that recreational 
development. 

And in regard to the power, the private utility companies secured 
from the New York State Legislature, in another era—75 years ago— 
unlimited amounts of this water, for private exploitation for private 
power. It was not until Congress stepped in, in 1906, I think it was— 
the Burton Act—that the public’s right to this resource was firmly 
established, over the protests and bitter opposition of the private 
utilities. 

Are we going to turn back the road we have come and place this 
resource again in the hands of those who attempted to take it from 
the public and to despoil it? I trust and pray and hope not. They 
have no right to it. The only right they have is to the 20,000 cubic 
feet per second for which they enjoy a license, given long ago, by the 
Federal Power Commission. Let them keep what they have, during 
the term of the license. I do not begrudge them that. But it does 
not establish a precedent or a principle, except a bad one. 

Senator Kerr. What is the duration of that license ? 

Senator Lenman. I am not quite sure. I think it was a 50-year 
license. I think it extends to 1971 but I am not entirely certain of 
those figures. I would like to ascertain those. 

Senator Kerr. Would you do that and put them in the record ? 

Senator LeHMman. I will be glad to. 

(The figures requested are as follows: 

The Federal Power Act approved June 10, 1920, established the Federal Power 
Commission and outlined its duties and functions. A license was issued by the 
Federal Power Commission on March 2, 1921, to the Niagara Falls Power Co., 
for a period of 50 years, which expires March 2, 1971. The Niagara Falls Power 
Co. is owned by the Niagara Mohawk Power Corp. 

Senator Leuman. This water, and its power potential belong to the 
people—of New York State and the Nation. It cannot and must not 
be alienated. 

I have spoken at great length about New York’s interest, and the 
attitude of the people and of the officials of New York State, past and 
present. 

I am well aware that there is a Federal interest, and that it is the 
Congress, representing the entire Nation, which must act to authorize 
this project, by whomever it should be developed. 

That Federal interest can only be served by a public development. 
That is the only way to carry out national power policy, evolved in 
this country over the past 50 years. 

For 50 years, Congress has, from time to time, authorized public 
hydroelectric projects. Only rarely, and never in the last 25 years 
or longer, has Congress authorized a private hydroelectric develop- 
ment, or a private giveaway of a public hpiseciontzic resource. 

For the past 25 years, Congress has, on each occasion, with such 
rare exception that I do not know of them, specified how, when, and 
under what conditions a hydroelectric development should take place, 





NIAGARA RIVER POWER PROJECT 25 


The Congress has thus exercised its unquestioned authority in this 
field. It has not generally permitted the Federal Power Commission, 
the agent of Congress, to act in place of Congress, in this area 

I do not think we should turn backward in this respect, either, 
although I am aware that the administration would like to have us 
turn back, and the able Senator from South Dakota, Senator Case, a 
member of this committee, has in the past urged such a course with 
regard to the Niagara. 

Congress should dispose of the Niagara resource by explicit direc- 
tion to the New York State Power Authority. This is the right and 
responsibility of Congress, and Congress reserved this right to itself 
in the Senate reservation tothe 1950 treaty with Canada. 

Congress has exercised this right so many times over the past 5U 
years that I could not even begin to list the projects so authorized 
Parker Dam, Davis Dam, Boulder Dam, TVA, Bonneville, Hungry 
Horse, Chief Joseph, Southwestern Power Administration, South- 
eastern Power Administration—the list is long. It includes projects 
in virtually every State in the Union, but none in New York State. 

Now comes New York State and asks for authorization to develop, 
itself, the Niagara power potential, without help from the Federal 
Government, but with a complete willingness to recognize the national 
interest, and the consumer interest, and national power policy, as laid 
down, for instance, in the Flood Control Act of 1944. 

That act, Mr. Chairman, defines, as well as any other, what is known 
as national power policy. a is a codification of the policy evolved 
over the years. My bill, S. 1823, conforms to that policy. 

In the 1951 canaaiemesalamenanen Senator McClellan, then 


chairman of this committee, made the following comment about the 
safeguard provisions of my bill, as contained in section 2b of S. 1823 
now before you, in relation to the Flood Control Act of 1944: 


According to my interpretation, that is the national power policy of this 
Government * * * your flood-control projects, and your rivers and harbor proj 
ects * * * and power generated from those projects came under this section of 
the Flood Control Act which, in my judgment, absolutely establishes Federal! 
power policy, whether right or wrong. I think it does absolutely give a prefer 
ence to cooperatives and municipalities. I think they are preferred customers 
under the present national policy * * *. I think the Lehman bill in the distri- 
bution of the power would substantially if not wholly conform to existing national 
policy. 

The provisions of my bill of 1951, to which Senator McClellan 
referred in the 1951 hearings, are essentially the same as the com- 
parable provisions in the bill now before you. 

The provisions of the Lehman bill, of S. 1823, do indeed carry out 
national power policy. Its language is taken, in some provisions, 

verbatim for existing Federal legislation. Paragraph 2 of section 
2 (b), the transmission section, for instance, is taken from the Flood 
Control Act of 1944. Judge Gutman, on behalf of Governor Harri- 
man, will have some comment on this particular paragraph. 

It is my intention, and that of my cosponsors, to carry out national 
yublic power policy. The consumer safeguards written into S. 1823, 
in section 2 (b) are designed for this purpose. 

Preferences, the yardstick, transmission, promotional rates, and the 
rights of other States to a fair share of this power, are all written into 
our bill. 
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The idea is to assure to the greatest possible number of people, in 
New York State and elsewhere, the maximum benefits from this pub- 
lic development. 

This cannot be achieved by a private development. We do not in- 
tend that the benefits from this project be achieved by trickle-down. 
We intend that this public power be used for the greatest possible 
public benefit, to help bring down rates throughout the area, to sup- 

ly private industries and mee utilities with a fair share of this 
edat power, but above all, to benefit rural and domestic consumers 
of electricity. 

New York, and the entire Northeast, has too longer suffered from 
high-cost power. Our power rates are among the highest in the Na- 
tion. A minority of this committee, in a report filed last year, esti- 
mated that there could be a saving to the consumers of $300 million 
annually by the passage of this legislation. I cannot vouch for the 
figure, but it sounds logical and reasonable to me. 

In New York and in the Northeast generally, we have high power 
costs and low per capita consumption. 1 would like to see that ratio 
reversed, as it is in the Tennessee Valley area, and in the Northwest 
and in some other parts of the country. 

There is a statement put out by the public affairs commitee that 
shows the close relationship between consumption of power and the 
rates, of course, of power. 

I don’t want to see those parts of the country deprived of their pres- 
ent advantage. But I na like to see New York share, belatedly, in 


this advantage. And New York is willing to stand the cost, to put up 
the credit for this development to take place. 
We need, in New York, a fresh impetus to our economy. The Niag- 


ara and the St. Lawrence developments combined can give us that 
impetus. 

Senator Gore. May I ask a question there, Mr. Chairman ? 

Senator Kerr. Yes, Senator Gore. 

Senator Gore. Do you mean by what you have just said that the 
State of New York is fully ready to provide the capital cost of this de- 
velopment, the State of New York, if I correctly understood your 
statement, and did I correctly understand your statement that the 
State of New York asks no extension of credit or funds but only the 
permission of developing this natural resource ¢ 

Senator Lenman. The Senator from Tennessee is eminently cor- 
rect. The State of New York is not asking the Federal Government 
for a single cent of money or the extension of credit. The State of 
New York will finance this undertaking by its own resources, through 
the State power authority, in exactly the same manner in which it 
has financed the cost of the power development on the St. Lawrence 
River. 

Senator Gore. Is it correct to say that the State of New York is ask- 
ing the privilege of the Federal Government, asking permission of the 
Federal Government, to develop and use this resource which, unless it 
is developed and used by some agency of the United States, is being 
and will continue to be used by the Dominion of Canada ? 

Senator Lenman. The Senator from Tennessee is absolutely cor- 
rect. We are not asking for a thing and furthermore, we are willing 
to guarantee and do guarantee that the principles of national power 
policy developed over the last 50 years, first inspired by President 
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Theodore Roosevelt, will be completely maintained and the interests 
of the Federal Government and of our neighboring States will be 
fully maintained. 

Senator Gore. You say you are not asking for a thing. You mean 
by that you are not asking for any money or any loan, any assistance? 
You are only asking for, or all you are asking for is permission to use 
that which Canada is already using and will continue to use unless 
some privilege is granted for some instrumentality of the United 
States to use it? 

Senator Lenman. That is absolutely correct. I should have said we 
are not asking for anything material. 

I want to point out to the Senator, to the committee, that Canada is 
already using far more than half of this power, far more than New 
York is using. 

Senator Gore. Has the right to use all of it unless we do. 

Senator Lenman. They would have the right. There are 130,000 
cubic feet per second involved. 

Canada and the United States each have the right to 65,000. What- 
ever New York did not use of our 65,000, is available for use by 
Canada, and will be used by Canada in addition to the 65,000 cubic 
feet per second. 

Senator Gore. So by doing nothing, the Congress will in effect grant 
to Canada that right and privilege which New York State is asking. 

Senator Lenman. That is quite right; absolutely. 

Senator Neuspercer. Is this not true also, Senator Lehman, that 
Ontario Hydro on the other side in Canada is a provincially operated 
and provincially owned electric power system. Is that not correct ? 

Senator Lenman. That is quite right; all of it. 

Senator Neupercer. And has among the lowest rate structure on the 
North American Continent, if I am not mistaken. 

Seator Leuman. I want to quote a few figures here. In Toronto, 
Canada, the residential bill for 250 kilowatt-hours is $3.02. In 
Rochester, N. Y., which is only 65 or 70 miles from Niagara Falls the 
rate is more than twice that, or $7.27. 

Ottawa, Ontario, the rate for 250 kilowatt-hours is $2.81. In 
Albany, N. Y., it is $6.69. 

But this is very interesting: In Niagara Falls, Ontario, which is 
right across the Niagara River, the rate for 250 kilowatt-hours is $2.39, 
whereas in Niagara Falls, N. Y., where the power which is now avail- 
able is developed, the rate is $5.03. 

I could give you example after example. 

For instance, Kingston, Ontario, the rate for 250 kilowatt-hours 
is $2.25. In Watertown, N. Y., which is not very far, it is $6.69. That 
shows the difference. 

_At this point let me say that I think there is already too much of a 
disposition among us to vote or act on the basis of what is good for our 
own particular localities. 

We are sometimes inclined to forget that what made this Nation 
great, and what made it a nation, was the concern of one region for 
the welfare of another. Had the Thirteen Original States of the 
Union failed to make provision for opening up the West, with post 
roads, with navigational works, with all sorts of services and sub- 
sidies to encourage the development of undeveloped or underdevel- 
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oped areas and resources, we would still be a small and unimportant 
nation along the eastern seaboard of this continent. 

Only a = weeks ago there was a debate on the Senate floor on 
the Colorado River storage project. I supported that project on the 
ground that what would help develop and improve the western area 
of the country was good for New York, too. In the case of the 
Colorado project, a great Federal appropriation will be required. 
None is necessary for the Niagara project. 

I hope and trust that the members of this committee will share with 
me a concern for the welfare and interests of the people of New York 
State. Of course, the very existence of this committee is proof of 
the concern of Congress with works of public improvement in various 
parts of the country. 

Now, Mr. Chairman, the advocates of private development say that 

ublic development would be socialism. Is the postal service social- 
ism? Is the building and maintaining of roads and highways and 
bridges socialism ? : the building of parks socialism? 

Is it socialistic for all the municipalities of this country to furnish 
water at low rates to the people of their localities? Is that socialism ? 

Why not go back to private toll roads, highways, and bridges, such 
as we had in this country at the beginning of the 19th century ? 

Why not turn all these enterprises over to private corporations and 
let them make a profit from the public need ? 

The Government could levy taxes on all those profits. 

A public development is not, of course, required to pay taxes. 

Why should taxes be paid by a public enterprise? It would be like 
a man paying for sleeping in his own house. 

If the waterworks in every city and locality were turned over to 
private enterprise, the private companies would be glad to pay taxes 
on their profits from the sale of the water to the consumers. But the 
consumers of the water would actually be paying taxes and the profits 
on top of that. The people would be paying a hidden sales tax on 
water which belongs to all the people in the first place. 

Senator Gore. Senator, do you think this is any more socialism than 
the upper Colorado? 

Senator LeHman. I certainly do not. I think the difference is a 
vital difference. As I pointed out, the Colorado River project, for 
which I voted, is going to cost the Federal Government a great sum 
of money. Niagara is not going to cost the Government a cent. 

Senator Gore. There is another big difference. The upper Colo- 
rado project has many uneconomic features offering little, if any, 
opportunity for profit. This, however, is one of the most profitable, 
if not the very most profitable, resource in the United States. 

Senator Lenman. That is quite true; absolutely true. 

Senator Neusercer. Isn’t it significant, Senator Lehman, that this 
pre at, Niagara will be produced for a little over 2 mills a kilowatt- 

our, as you pointed out earlier, whereas on the upper Colorado the 
power cost will range from 6 to 9 mills a kilowatt-hour? In other 
words, those sites are not desired by any private utility because of the 
high unit cost of developing the energy, whereas the Niagara site is 
coveted because of the low cost per kilowatt-hour. 

Senator Lenman. There is a tremendous difference, of course. The 
cost of the present in the development of power is infinitely greater 
out there. Niagara is one of the lowest cost projects. The Colorado 
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project is one of the highest. I voted for the Colorado project, for 
reasons which I explained on the floor of the Senate at the time I 
cast my vote. 

I did so because of a political and social concept I have always 
held, that what is good for one part of the country is good for all 

arts. I knew that the Colorado River project was a high-cost project, 
Dut I felt with the growth of our population, and I expect our popu 
lation, of course, to continue to grow markedly, that the time would 
come when we will need the reclaimed, the irrigated lands that will 
be part of that project. And even though I knew the cost was high, 
I was perfectly willing to vote for that project—just as I was not 
only willing to vote for the St. Lawrense seaway, but was one of 
its main proponents for 30 years. I felt that while the St. Lawrence 
seaway had no direct, immediate benefit for New York, that if the 
seaway opened up great areas of the Middle West and developed the 
trade and commerce of this country as a whole, it was going to be 
helpful to New York State. 

I think we have reached the point where the prosperity and con- 
tinued growth of the Nation is indivisible. I do not believe we or 
anybody else can consider a project that will aid the prosperity of a 
large area of the country without taking into account the great effect 
that it will have on the general prosperity of the Nation as a whole. 
I repeat, if I did not believe this were so I would have to abandon my 
entire public philosophy. 

I believe with all my heart that this country grows as a nation, 
It does not grow asan area. We have passed that stage. 

Senator Gore. Mr. Chairman. 

Senator Kerr. Senator Gore. 

Senator Gore. Mr. Chairman, I know that this is not a hearing 
on the upper Colorado project, but I feel compelled to make a brief 
statement. 

Since I voted contrary to the position of Senator Lehman, I may 
say that the general political philosophy which he just enunciated is 
one in which I believe. But like all good things, I think it can upon 
certain circumstances be taken too far. 

T could not see the justification for a project in which the cost of 
irrigating land would run to $2,000 an acre when the land would 
probably have a maximum value of $200 an acre after it was irri- 
gated. I do not want to divert the Senator into a discussion of the 
upper Colorado, but I say that I agree with the political philosophy 
which he has just so eloquently stated, but I believe that it can be in 
some instances taken too far. There must be terminal facilities for all 
good things. There must be limits. 

I do not want to divert the Senator at all. 

Senator LeHman. I know that the Senator from Tennessee has 
basic views on these matters similar to mine. I agree with him that 
there may be instances where the cost might be so prohibitive as to not 
yield benefits, even those benefits which it is supposed to yield. I was 
really referring to my long-held belief that we have passed the stage 
where we can be provincial in our considerations of projects. 

Senator Gore. I agree with the Senator thoroughly. 

Senator Leuman. Exactly the same thing can be said of hydro- 
electric power. 
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Of course, I am not opposed to the practice followed by TVA and 
other public-power isvelogeiotle, of making payments in lieu of 
taxes to the municipalities, where the project works are located, to 
compensate them for the less they suffer in property and other local 
taxes by virtue of the use of this property by a Government entity. 
I think the New York State Power Authority should make payments 
in lieu of taxes to Niagara County and the city of Niagara Falls. 
I am, however, attacking the argument, an argument designed to 
deceive and mislead people, that the people would somehow benefit 
if this public resource were given away to a private monopoly, so 
that the monopoly could pay taxes to the State and Federal Govern- 
ments. 

I have heard the ery: “Why should I, a citizen of Ohio or Michigan 
or Texas, permit the citizens of New York State to enjoy low-cost 
power when, by turning this resource over to private enterprise, the 
consumers of New York would be forced to pay higher rates, and thus 
contribute to the Federal revenues in the form of taxes on the profits 
of these utility companies?” 

My friends, I have been hearing this argument for years, but in 
reverse, in New York State. Why should New York State, which 
contributes the highest percentage of the total Federal revenue raised 
by income and corporate taxes, help to make possible low-cost power 
in the Tennessee Valley? Why should we contribute to the building 
of a canal in Florida, to a reclamation project in Louisiana or Cali- 
fornia? Why should we contribute to the building of roads in West 
Virginia and Mississippi and Alabama and Kansas and Washington ? 

That argument, carried to its logical conclusion, points straight 
in the direction of anarchy. As I have said, we are a Nation, and 
I thought we had settled the argument long ago about whether the 
a of one State should be taxed for the benefit of the people of 
another. 

Now, for the other chief argument used by the proponents of the 
giveaway, the argument that hydroelectric power is no different from 
power generated from coal or oil, and that since private enterprise 
develops the one, it should also be given the other. 

That is another phony argument. The coal isinthe ground. Land 
belongs to people, to private people. It is private property. So 
coal is private property. Same is true of oil. J 

But the water belongs to all the people. There are no two ways 
about it. And the power developed from this water also belongs to 
the people, who should be charged for that power what it costs the 
Government to develop it. It is exactly the same water as that used 
for direct consumption. Electric power is, today, as much a neces- 
sity as tapwater. 

It is in the public interest to make electricity as widely available 
to the people as possible, and at as low a cost as possible, and especially 
to rural and domestic consumers. The law of New York State says 
so. So does the law of the United States. : 

As for the argument that it would be unfair to provide this low- 
cost, tax-free power to just some of the citizens of New York State 
while the great majority of the power consumers must pay the higher 


cost of prvately developed power, I do not think that this is a logical 
argument, either. 
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The fact of the matter is that under the terms of the Lehman bill 
the benefits of this low-cost power will be spread among all the con- 
sumers of New York State through the application of the yardstick 
principle. 

The public power is used as a yardstick by making it available, by 
giving first access to it to public bodies and agencies such as munic- 
ipally owned utilities, and to rural electrification co-ops. ‘These, in 
turn, make the power available to consumers at cost, without profit. 

The public power is used as a “birch rod in the closet” to aed pri- 
vate utilities to lower their rates by virtue of the right of municipali- 
ties to establish their own utility systems, if the private companies 
persist in charging exorbitant rates. To make the “birch rod” effec 
tive, publicly owned utilities must have the right of first access to 
publicly developed power. 

This competitive device has been found, in practice, to be far more 
effective in getting rate decreases than merely State rate regulation. 
Rate regulation simply cannot be depended upon to insure fair rates. 
Competition is much more effective, for this purpose, than rate fixing, 
although I must admit that in many situations, regulation is the only 
device possible. 

The yardstick would certainly save millions and millions of dollars 
for the consumers of New York State and adjacent States. It would 
force rates down throughout the State. All of the consumers would 
benefit, and the strange thing is this: According to the experience in 
the Tennessee Valley, in the Bonneville and Grand Coulee areas and 
elsewhere, it would result in greater prosperity for the private utility 
companies, too. 

Mr. Chairman, I have kept you long enough. I shall not go further 
into the details of my bill. 

Section 1 and section 2a take cognizance of the Senate reservation 
of 1950 and pursuant thereto directs the granting of a license to the 
New York State Power Authority. Section 2b sets forth the essential 
licensing conditions to safeguard the Federal interest, the interests of 
the neighboring States, and the interests of the consumers. Section 
2b also provides for the parkway and scenic drive. 

Section 3 is the usual saving clause. 

That is all there is to the bill. I trust and hope it will be speedily 
approved by this committee and by the Senate. 

Senator Kerr. Thank you, Senator Lehman. 

Are there any further questions of the Senator ? 

Senator NeuserGer. May I make a brief comment if Senator Gore 
and Senator Hruska don’t have any questions / 

I would like to say this, Mr. Chairman, that I was born and raised 
on the banks of the river which is the only place in the United States 
that has a greater power potential than Niagara because 42 percent 
of all our undeveloped power is in the basin of the Columbia River. 

I have never heard a better statement for public possession of these 
great river resources than was made today by the Senator from New 
York. I hope that sometime he will come to the Northwest and help 
us save Hells Canyon as he made such an eloquent statement today to 
help the people of his State save Niagara Falls. 

enator Leaman. Thank you; I would like to come. 
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(The Hollander statement referred to earlier is as follows :) 


STATEMENT BY THE NEw YorK State CIO Councit, Louis HOLLANDEB, 
PRESIDENT, HAroLp J. GARNO, SECRETARY-TREASURER 


The invaluable natural resources of the State of New York on the St. Lawrence 
and the Niagara belong by law to the people. 

Properly developed and administered by trustees acting in the public interest, 
their benefits should flow directly to the people, to all producers and consumers, 
and to every segment of the community. 

At public hearings held at Albany on June 14, the New York State CIO Council 
urged the immediate need for a sound overall program to safeguard the market- 
ing of hydroelectric energy from New York’s major waterpower resources. 
We then stated our vigorous objections and united opposition to any contract for 
the marketing of power from the St. Lawrence and the Niagara that fails to pro- 
tect the interests of millions of producers and consumers in our State. 

The Lehman bill, S. 1823, cosponsored by 17 Senators at this session of the 
84th Congress, contains specific, mandatory provisions to safeguard the market- 
ing of project power in the public interest. Such provisions are in accord with 
our statement of June 14, with the basic policies of the New York State Power 
Authority Act, and with programs for the marketing of the State’s power long 
advocated by Governors Smith, Roosevelt, and Lehman, and by Senator Wagner. 

We want to assure you that in expressing our views in this statement we rep- 
resent the overwhelming majority of the New York State CIO Council with more 
than a million members in our State. We are confident that no labor organiza- 
tion in the State of New York endorses the one-sided, discriminatory marketing 
policies launched in 1954 by the State power authority. 

The choice now presented to this committee of the United States Senate is 
between the Moses program to dump the power from a great national resource 
to favored industries near the site and the provisions spelled out in the Lehman 
bill to safeguard the marketing of the power in the general public interest. On 
this issue we are confident that the great majority of the people of our State 
support the Lehman bill. 

As a constructive alternative to the plan initiated by the Dewey administra- 
tion last year for the piecemeal disposal of power from the St. Lawrence and 
later from the Niagara, we support the following program: 

1. Revision of the marketing plans announced in 1954 by the power authority 
to make them conform to the basic policies of the Power Authority Act.—This 
act provides expressly that the State’s projects on the St. Lawrence and the 
Niagara shall be conducted “primarily for the benefit of the people of the State 
as a whole and particularly the domestic and rural consumers.” The Lehman 
bill would uphold and implement these safeguard provisions, whereas the Moses 
plan calls for congressional sanction to undermine them. 

2. Creation of an advisory committee to aid in developing an overall marketing 
program to obtain maxvimum benefits for our economy as:a whole-—State and 
local governments, consumers, rural electric cooperatives, industry and labor, 
including power and utility workers, should have qualified representatives on 
such a committee- 

3. Adoption of a general policy consistent with the Power Authority Act to 
eliminate such abuses as crept into the terms of the Alcoa contract.—A general 
limitation on the duration of industrial power contracts to 10 to 20 years, sub- 
ject to withdrawal or renewal, is provided in contracts made by TVA and 
Bonneville with new and established industries, for the protection of domestic 
and rural consumers. The amounts of power made available to any one industry 
or area should also be brought within reasonable limits as a matter of general 
policy. 

4. Elimination of antilabor provisions from pending and future marketing con- 
tracts—Where feasible, safeguard provisions should be written into these 
contracts and Federal and State laws should be strengthened to insure the rights 
of workers to join unions of their own choice, to bargain collectively, and to 
maintain agreements on wages and working conditions in accordance with pre- 
vailing hourly rates and standards in private industry in the same area. The 
principles of the Bacon-Davis Act should be extended to protect employees 
engaged in the production, transmission, and distribution of St. Lawrence- 
Niagara power. 

New York State will produce a total of more than 2 million kilowatts of 
hydroelectric power from the St. Lawrence and the Niagara combined. The 
increased use of electricity and electric appliances to meet growing demands 
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in our State would be of direct benefit to labor both as producers and consumers. 
The more power we produce in utility steam plants, in hydro plants, or in atomic 
energy plants of the future, and the more energy we transmit to load centers 
for increased use by consumers, the more new jobs will be created 

The New York State CIO Council therefore strongly supports the overall mar- 
keting program with necessary safeguards provided for in the Lehman bill, to 
the end that Niagara power shall be utilized for the greatest good of the great- 
est number of the people of our State and the Nation. 

Senator Kerr. I am going to go out of turn from the way the wit- 
nesses are listed here. We have two Members of the House of Rep- 
resentatives here and in accordance with the custom of congressional 
committees, they will be heard next. 

Congressman Irwin D. Davidson of New York, will you come and 
sit down ? 

Is Congressman Radwan here? 

Mr. Rapwan. Yes, sir. 

Senator Kerr. We will hear you next. 


STATEMENT OF HON. IRWIN D. DAVIDSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Davipson. Senator, I wish to thank you most sincerely for your 
courtesy in giving me this opportunity and I shall try and repay 
that courtesy by being extremely brief. 

I wish to say at the outset that usually when I publicly advocate a 
cause I find that the best of my arguments are those I think of on my 
way home from the forum after I have concluded my remarks. But 
this time I am far more fortunate because the best has already been 


said and the great statesman from the State of New York, Senator 
Lehman, has made the case for his bill with such clarity and com- 
pleteness that I think it would be almost an imposition if I took too 
much time on the part of this committee. 

So, I would like to say that it is a matter of great pride on my part 
to be associated with Senator Lehman in connection with this bill. 
It is, I think, something that I shall remember all of my life, particu- 
larly the great fight that Senator Lehman has made so many, many 
years for this development of the Niagara power. I think the issue 
is very, very clear and very simple and I think the Senator has made 
the record very, very complete on that score. 

I know that you are all familiar with the problem of getting this 
important hydroelectric powerplant started at Niagara Falls. 

The situation seems to me to be this: 

There is a river on the northern border of New York State. It 
divides the United States and Canada. This river, the Niagara, has 
a certain amount of water running through it daily. It has a great 
falls giving force to the movement of these waters. It has been deter- 
mined that it is economically feasible to build a hydroelectric power- 
plant at the Niagara River which, utilizing this powerful water force, 
can produce a large supply of electricity at low cost. It has also been 
acknowledged that the electricity thus produced can readily be used 
by the people living and working within a certain radius of such a 
powerplant and that it would contribute to the well-being and pros- 
perity of those people and therefore of the entire Nation. 

The obvious thing to do under these circumstances would certainly 
seem to be to promptly build such a powerplant. All delay results in 








34 NIAGARA RIVER POWER PROJECT 


a clear waste of the river’s power. Recognizing the extent of the 
power latent in the river’s waters, we have entered into a treaty with 
Canada to provide for its full utilization. Under the provisions of 
this treaty, executed in 1950, we allocated to the United States and 
to Canada certain water rights and certain duties and obligations. 
Under the treaty, Canada may use all the water available until we 
build our power facilities. This they are doing. Further, before we 
can build anything at Niagara, under the terms of that treaty—or as 
it is sometimes called, the Senate reservation to it—Congress must 
authorize it. That brings us here today. 

Congress has reserved to itself the right to say what type of facility 
will be built at Niagara and by whom. There are several proposals. 

First, we are asked to authorize the Federal Power Commission to 
license construction by someone or some group or somehow in its 
discretion. That is, we are told that since whoever is ultimately au- 
thorized to build the powerplant must receive a license from the FPC, 
the FPC should be given the right to decide who is to get that license. 
Thus, Senators, we are asked to delegate that authority which you so 
varefully reserved to Congress to an administrative agency. The 
reservation would in effect be nullified. I do not think you will do 
that. 

We, therefore, come down to the more basic question, lying at the 
very heart of the matter: Who is to do the job? Essentially, the 
choice lies between authorizing private development by the utility 
combine or authorizing public development by New York State Power 
Authority. 

I, of course, favor the authority. I have introduced in the House a 
bill identical with that introduced here by Senators Lehman, Gore, 
McNamara, and others. I believe the interests of the United States, 
the State of New York, and the people, the consumers of the electric- 
ity, are best served by the Lehman-Davidson bill. 

In the first place, congressional intent has been established in this 
field. Section 7 (a) of the Federal Power Act specified that when all 
else is equal, preference shall be given in the issuance of licenses to the 
applications of States and municipalities. That section of the law 
repeatedly emphasized that the development of natural resources, such 
as the Niagara, is to be “in the public interest.” We are now trying 
to determine which authorization will be “in the public interest.” The 
New York State Power Authority has asked for permission to build 
this power facility. Under the law that request is entitled to a pref- 
erence and in view of the fact that the preliminary plans for the work 
necessary at Niagara are all substantially the same, it should suffice to 
authorize the power authority. Should the State authority receive our 
approval, there would be absolutely no cost to the Federal Government 
nor would there be any cost to New York State since the authority 
has the power and plans to issue its own bonds to cover the entire cost. 
As the result, the financing of the project would be entirely private. 

Such financing would also be cheaper, for the State bonds issued by 
the authority would pay a lower rate of interest than private utility 
bonds. That is 314 percent for authority bonds as compared with 6 
percent on private bonds. This saving would be passed on to the con- 
sumers, and another advantage of public development becomes ap- 
parent. The electricity could be sold at much lower rates by the power 
authority than by a private utility. It is estimated that the difference 
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is over 4 mills per kilowatt-hour. The State is 214 mills per kilowatt- 
hour and private is about 8 mills per kilowatt- hour. 

The merit in thus making available inexpensive power to both home 
consumers and large industrial users is apparent. The entire North- 
eastern United States is a high-cost area suffering from runaway in- 
dustry and some resultant unemploy ment. The amount of power to be 
generated at Niagara is small when compared with the entire power 
output in the Northeast, but if it were available at low rates it would 
undoubtedly result in increased use of electric power, stimulate compe- 
tition, and increase industrial activity in an area sorely in need of an 
economic boost. The yardstick principle has been found to be a stimu- 
lant to business. 

There is one more problem involved. That is the question of grant- 
ing the so-called preferences. The Lehman-Davidson bill provides 
that preferences shall be given equally to counties and municipalities ; 
agencies of the State of New York; rural electric nonprofit coopera- 
tives, and the defense agencies of the United Sttates. Neighboring 
States are also to receive a reasonable portion of the power within 
economic transmission distance. The amount of power which would 
be utilized by public agencies entitled to a preference is very small. 
As an indication of what is involved, I asked the Library of Congress 
to see how much electricity was sold by private and public concerns in 
the area. They prepared this table for me which, with your permis- 
sion, Mr. Chairman, I would like to place in the record. 

Senator Kerr. We will be glad to have it appear in the record at 
this point. 

(The chart referred to is as follows :) 






















Electric energy sales 1952, selected States 
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1 Class A and B privately owned electric utilities (having annual operating revenues in excess of $250,000) 
sales to ultimate consumers. 

2 Class A and B publicly owned electric utilities (having annual operating revenues in excess of $250,000) 
sales to ultimate consumers. 
3 Total sales to all consumers by REA borrowers. 
‘ Total public, class A and B, plus REA. 
* Total, cols. 1-4. 
* Percent col. 4 is of col. 5. 
















Mr. Davinson. The chart shows that in 1952—the latest year for 
which the Library was able to obtain these figures—the total public 
sales by public power firms of electric energy in New York, Ohio, 
Pennsy Ivania, and Vermont was 1.9493 percent of all such sales, pub- 
lic and private combined. 

In view of the small amount of power involved, it would certainly 
not seem an onerous burden to require such preferences. The need 
for such a provision in the act we pass has been dramatized recently 
in the sale of electric power by the New York State Power Authority 
at the St. Lawrence where there is no preference clause. There, a 
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contract was entered into with a private concern committing a large 
portion of the power to be ay there for an excessively long 
period of time. Notwithstanding the admitted need for encouraging 
the private concern to remain and employ the people it does, the 
contract was not the best which could be obtained. The fact that it 
was renegotiated at Governor Harriman’s insistence and a shorter 
period agreed upon—together with several other changes, including 
the amount of power involved—makes it clear that the preference 
clause must be contained in the legislation which we approve. 

The people of New York State clearly want this power to be devel- 
oped by the State authority. It is State policy. Every Governor, 
from Charles Evans Hughes through Herbert Lehman, Tom Dewey, 
to Governor Harriman have advocated State development. The Ni- 
agara is a resource belonging to all the people of New York. They 
have repeatedly asked for congressional approval of State develop- 
ment. I respectfully suggest that the granting of that request is long 
overdue. 

I think there are three decisions which the Congress is to make: 
First, we must decide, if it is the Congress or the Federal Power 
Commission which is to designate the licensee. As the Senator says, 
the administration in certain bills would have Congress delegate that 
authority to the Federal Power Commission. He has referred to the 
Senate reservation in the 1950 treaty with Canada. Today we are 
asked by certain persons who are introducing bills and importuning 
the Congress to pass those bills to delegate that authority which the 
Congress so carefully reserved to itself to an administrative agency. 
That reservation in effect would be nullified by certain of these meas- 
ures which have been introduced. I think that Congress will not 
nullify the reservations which it made in the 1950 treaty with Canada. 

The second decision which we are to make is to choose between pri- 
vate development by the utility combine or public development by the 
New York State Power Authority. If that decision is to be in the 
best interests of the people who consume the power, both for home 
and industrial use, the power authority must receive our approval. 

And the final point in support of a congressional direction that the 
power authority does have this license is that the power authority be 
directed to grant preferences, principally to public and nonprofit 
electric companies in the sale and distribution of Niagara power. 

The basis of those decisions, the arguments in favor of those deci- 
sions have been effectively given by Senator Lehman and I think that 
this committee well understands the facts at issue and I can do no 
more and certainly no less than say that I very proudly endorse every- 
thing he has said. He has given the case so well. 

Senator Kerr. Thank you so much Congressman Davidson. 

Are there questions by members of the committee? 

If not, we will hear Congressman Edmund Radwan of New York. 


STATEMENT OF HON. EDMUND P. RADWAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Rapwan. Thank you Mr. Chairman and members of the com- 
mittee. 


At the outset, I would like to make one point clear and that is I 
come here as a witness who is not opposed to any view presently con- 
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sidered by this committee. Admittedly, I am Johnny-come-lately in 
the field of Niagara power. 

I represent a district which adjoins Niagara, entirely within the 
city of Buffalo. 

could say, Mr. Chairman, that I represent an impartial interest. 
We in western New York feel that Canada is way out in front of us 
on this matter of development of Niagara power. As a matter of 
fact, I understand that they are now going under the terms of the 1950 
treaty, they are now going to use our share of the water which means 
that if we, the Congress, arrive at a decision and construction gets 
going, that we will wind up about 5 years behind our Canadian neigh- 
bors. That means we will be generous to the tune of about $300 
million because that is the estimated value of the power over a 5-year 
period or $60 million worth of power per year. 

Now, what is my position definitely# I do not have a bill before 
this committee, but I did introduce 3 months ago in the House a bill 
which would call for immediate construction of this project by the 
Army Corps of Engineers based upon plans already approved by the 
Federal Power Commission. The bill did not go any further. Asa 
matter of fact it is not inconsistent with any bill before the Congress 
because any other bill whether it be for private power or whether it 
be for development of this power by the New York State Power 
Authority, as outlined by the Siatiiagmished Senator from New York, is 


but a natural extension of the proposition that I have before the Con- 
gress and unfortunately it is not before the Senate in the form of a 
bill, but if the committee sees merit in the idea that I have seen fit to 
embrace the last few months, perhaps the committee might put out 


such a bill and leave the determination open while construction goes on. 
In other words, I say I want to get this project a-building. So 
that in the event the Congress decides on the view embraced by Senator 
Lehman 2 years from now, that project will be underway 2 years. If 
it should decide in the same period that private companies shall 
develop this power, the matter can likewise be turned over to these 
— companies because my bill provides for reimbursement to the 
‘ederal Government. The project will, Mr. Chairman, cost approxi- 
mately $400 million. 
Now, 1 am going to quote from an editorial of the Buffalo Evening 
News, and I am only going to quote from part of the editorial which 
has captured the spirit of the legislation which I have introduced: 


By getting the job underway now, Congress would be telling the State and 
private power interests either to settle their differences or to expect Congress 
to make its own decision before the project is finished. That way, when the 
deadlock is finally broken, there will be power ready to deliver instead of a 
5-year construction job ready to be commenced. 

So long as there is realistic hope that this present Congress will decide the 
entire issue, the Radwan bill may seem premature. Actually, however, it could 
be passed right now without prejudicing the case in any way. Any time Con- 
gress is ready to decide on the question of operation—this year, next year, or 
5 years from now—its legislation could incorporate a provision for the private 
or State interests to take over the construction contracts in an orderly way 
from the Army engineers. Meanwhile, if the work has already been advanced 
by a year or 2 or more, who could possibly be the loser? 

* * * If the Harriman-Moses group and the private-enterprise advocates 
can muster their forces for an immediate showdown this year, well and good. 
But if nothing more than another deadlock results, we simply will have wasted 
valuable construction time. Whether as immediate insurance that something 
will get started, or as a deadlock-breaker to be passed later in the session if it 
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develops that neither the private nor public power advocates can have their 
way, we think the Radwan bill deserves to be taken seriously and supported as 
an alternative approach by all those who are sincerely interested in getting 
some kind of Niagara power development expedited. 

I know that members of this committee, as well as Members of the 
Senate and the House, may have their views—their predetermined 
views—when it comes to private versus public, but I am sure that 
before any Member of the Congress exercises that view he permits 
national interest—the public interest—to come before any other inter- 
est, and I think that is exactly the underlying and the basic intent in 
my particular legislation, and that is to stress public interest first and 
then determine this particular controversy between public and private 
power. 

I want to thank the committee for this opportunity and lastly, more 
than anything else, we in western New York plead for some kind 
of a decision by the Congress. 

Senator Kerr. Thank you very much. 

Are there any questions ? 

We will hear from the able counsel to the distinguished Governor 
of New York. 

Senator Lenman. Mr. Chairman, may I give myself the pleasure 
of introducing him? 

Senator Kerr. We would appreciate your saying what you would 
like to say. 

Senator Lenman. The next witness is Judge Daniel Gutman, who 
is now counsel to the Governor in our State. The position of counsel 
to the Governor is one of the most important in the entire admin- 
istration. 

I want to say that, aside from the respect in which I hold the judge 
because he is counsel to the Governor, I also hold him in great respect 
and affection because he and I worked together for a good many years 
during the time I was Governor. Judge Gutman was first an assem- 
blyman, member of the Assembly of the State of New York, and later 
became a senator in the Legislature of the State of New York. I 
formed a great admiration for him and confidence in him and I want 
to say that my confidence, which is both official and personal, is, I am 
convinced, shared by all the people of the State of New York. 

I am very grateful to you, Judge, for coming down here. I am 
glad also of having the opportunity of meeting you again after a 
considerable period of not seeing you. 

Senator Kerr. Judge, we are delighted to have you and we will 
hear your statement now. 


STATEMENT OF DANIEL GUTMAN, COUNSEL TO THE GOVERNOR OF 
THE STATE OF NEW YORK 


Mr. Gurman. Thirteen years have elapsed since I have had an op- 
portunity to discuss before a legislative forum the proposition spon- 
sored by you, Senator. Thirteen years ago, for the last time, I was able 
to discuss legislation which was part of your program and which had 
been entrusted to my care, and it is a great pleasure to return once 
again under your wing and speak in behalf of an important public 
proposition which you are guiding and which you are leading, and 
you are making it a still more pleasant occasion by the gracious recep- 
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tion which you have accorded to me which is joined in by the com- 
mittee. 

Thank you very much, gentlemen. 

I am appearing, as you know, in behalf of His Excellency, Goy. 
Averell Harriman of the State of New York, to state the Governor's 
position and views in support of Senate bill 1823, which would author- 
ize the construction of certain works of improvement in the Niagara 
River for power and other purposes. 

Governor Harriman wishes to make very clear his position in favor 
of public development of the waterpower of the Niagara. 

In view of the fact that there is also pending before the Congress 
legislation which would permit of the private development of Niagara 
power, I am authorized to advise your honorable committee that in 
the event of the passage of such a measure, the State of New York 
will resist it and will exhaust every legal remedy to defeat what the 
Governor considers an attempt to exploit, for private gain, the inalien- 
able possession of the people of the State of New York. 

This has been a moot question in our State for many years. What 
has made it so is not the result of any doubt as to the views and desires 
of the people or the meaning of our statutes. There has been a 
constant attempt to befog the power issue by those who would turn it 
to their selfish advantage and deprive the people of the benefit of these 
great and undeveloped public resources which belong to them. 

Administration after administration, governor after governor, re p- 
resenting not only the Democratic but also the Re publican Party, has 
been pledged to preserve the power rights for the benefit of all of 
the people of the State. Legislation th: at has been enacted to effectu- 
ate this objective calls for public development only. It is a repetition 
of the pledges contained in the platforms of both political parties 
and reiterated by them time and time again so that no doubt can 
possibly exist in anyone’s mind. 

It is not my desire to belabor the issue. I appreciate the opportu- 
nity of appearing before this honorable body and do not wish to 
encroach unduly upon your time and that of others who appear here 
today. And so I shall merely express, on behalf of Governor Harri- 
man, the hope that this Congress will finally put to rest the bold effort 
of the private power interests to convert the resources of the State 
to their own profit and thus withhold from our millions of citizens 
the benefits of public power development. 

The bill introduced by Senator Lehman and his distinguished col- 
leagues, S. 1823, will, if passed, enable the production of some 10 kilo- 
watt hours per year, an amount which would constitute one-third of 
the total volume of locally owned public power in the United States. 
This would represent a tremendous boon to the municipal, rural, do- 
mestic, and industrial consumers who will be enabled to avail them- 
selves of this great productive resource at costs far below that which 
must be paid today. 

In sorrowful contrast to this possibility of great development for 
widespread use and purpose, we have the picture of billions of gallons 
of Niagara water, with its great power potentialities, flowing on waste- 
fully day after day and year after year, while our Can: adian neigh- 
bors, much more farsighted than we have been, are converting it rapid- 
ly to practical and profitable use. 
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Of course you know, and I wish to emphasize the fact that until 
the United States is ready to use this power, Canada, by reason of the 
treaty between its Government and ours, has the right to develop all 
of the waterpower now available from the Niagara for Canada’s own 
uses. Our people may well ask, in a day when every resource should 
be utilized for the well-being of the citizenry and for the strengthen- 
ing of the home, the farm, the business—in short, the national econ- 
omy—‘Why do we permit this waste, our precious resources to go 
mused ?” 

It is Governor Harriman’s desire, and he speaks for the vast ma- 
jority of the people of our State, that the legislation before you be 

assed sientily in order to make it possible to utilize Niagara power 
for the untold benefit of this and future generations. Each day’s de- 
lay represents a loss of productive energy that can never be recap- 
tured. 

There are two suggestions for changes in the Lehman bill which I 
should like to make to this committee—one a matter of clarification, 
and one, a matter of substance. 

As for the question of substance, in paragraph 6 of section 2 (b) 
of S. 1823—the parkway provision—Senator Lehman has just testi- 
fied that he agrees to the proposed modification. We have been in con- 
sultation with Senator Lehman on this, and are in agreement on this 
matter, as on other provisions of S. 1823. I will refer more specifically 
to Governor Harriman’s views on this parkway matter in a moment. 

As for the clarification we wish to suggest, I refer to paragraph 2 
of section 2 (b), the transmission paragraph, which now reads as fol- 
lows: 

2 (a). The licensee shall construct or acquire, by purchase or other agree- 
ment, such transmission lines as may be necessary to make the power and energy 
generated at the project available in wholesale quantities for sale on fair and 
reasonable terms and conditions to privately owned companies, to the preference 
customers enumerated in subparagraph (1) (A) of this subsection, and to the 
neighboring States in accordance with paragraph (3) of this subsection. 
The question has been raised as to whether this could conflict with 
the provisions of subsection 7 of section 1005 of the Public Authori- 
ties coe of the State of New York. Substantially, the latter section 
permits the erection of public transmission lines where such lines are 
not available, by contract or otherwise, from private companies. 

It has been suggested that the Lehman bill gives the power au- 
thority a choice either to construct or acquire public transmission 
lines without according a priority for the acquisition or use of 
available private lines. 

Mindful of the tendency of courts to scrutinize the precise termi- 
nology employed in legislation, and with a view to avoiding any 
question that may lead to litigation, which is not only costly but also 
results in wasteful delay, I would suggest that the following change 
in the wording would answer the doubts which have arisen: | 


(2) The licensee shall, if available on reasonable terms and conditions, ac- 
quire by purchase or other agreement, or if unable to do so, shall construct such 


transmission line as may be necessary * * *. 
and then continue with the present wording of the section. 

Now as to the other amendment that I should like to propose. Para- 
graph (b) of section 2 (b) refers to the construction of a scenic drive 
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and parkway on the American side of the Niagara River near the 
Niagara Falls. 

Governor Harriman is heartily in favor of this proposal. The 
neglect to which the scenic part of the Niagara has been subjected, re- 
flects a failure to preserve one of the most beautiful, natural phe- 
nomena in this country. The contemplated scenic drive and parkway 
should not only attract many additional visitors to the Niagara 
Falls, but can be expected to enhance their appreciation of the natural 
grandeur of God’s handiwork and add to the feeling of reverence 
which one has when beholding a scene of great beauty. It will im- 
prove, as all good things do, their feeling of respect for the Govern- 
ments, State and Federal, which make possible great benefits. It will 
add to their comfort and enjoyment and become another great link in 
the claim of beautiful parks and preserves which has been developed 
for the use of our people. 

Governor Harriman feels strongly that the cost of this scenic de- 
velopment should be borne by the power projects, but that there 
should be a limit of $15 million to the amount so charged. ‘This 
amount has been estimated as possible maximum by the New York 
State Council of Parks, whose judgment in these matters has been 
found to be reliable and accurate. 

The Governor thoroughly agrees that to permit an unlimited ex- 
penditure, or a cost exceeding $15 million, would be unduly burden- 
some and would add to the base rate more than the factor which may 
be considered reasonable. 

On behalf of his excellency, Governor Harriman, I want to thank 
you for the privilege of appearing before this honorable committee. 
For myself, it affords me a great deal of pleasure indeed to be able 
to speak in support of a measure which bears the name of one under 
whom I served in both houses of the legislature when he was the 
great Governor of the State of New York. I welcome this oppor- 
tunity to pay my tribute to my former governor, now Senator Herbert 
H. Lehman. 

(Additional statements received are as follows:) 

Power AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., July 12, 1955. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Works, 
United States Senate, Washington, D. C. 

Deak SENATOR CHAveEz: In connection with hearings now before your com- 
mittee on Senate 1823 by Senator Lehman and on Senate 6 by Senator Cape- 
hart and on other bills for the development of the Niagara River for power 
and other purposes, following is a compact repetition of the views repeatedly 
expressed by the New York Power Authority. 

The authority is unequivocably opposed to the passage of the Capehart bill 
or any other bill which would provide for the development of Niagara power by 
private utility corporations. The waterpower resources of the Niagara River 
belong to the people of the State of New York and should be developed solely 
by a public agency. This has been the State policy consistently enunciated for 
the past 35 years by Governors Smith, Roosevelt, Lehman, Dewey, and Harri- 
man and by the Legislature of the State of New York in the New York Power 
Authority Act originally enacted in 1931 and still in effect. 

It is unthinkable that the preservation of the scenic beauty of the Niagara 
River and Falls, which is the subject of the treaty between the United States and 
Canada signed February 27, 1950, and the development of the waterpower thereof 
should be turned over to private utilities for their exploitation. The long and 
shameful history of despoilation of the Niagara River and Falls by private com- 
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panies is a sure test of what the people could expect of future exploitation by 
these corporations. 

The New York Power Authority has been granted a license for the develop- 
ment of the power of the St. Lawrence River. It is now actually engaged in 
constructing the necessary work at a rate of speed which will result in cutting 
by at least 2 years the most optimistic previous construction estimates. It is of 
the utmost importance that legislation be passed as quickly as possible in order 
to prevent further waste of the power of the Niagara River and to harness it as 
quickly as possible for the benefit of the people of the State of New York and its 
neighboring States. 

Under the treaty between the United States and Canada, Canada is given the 
right to use all the water of the Niagara for her own purposes until we are pre- 
pared to use our share. Every month’s delay means that millions of dollars’ 
worth of electrical energy which belongs to us are going to waste or used by 
Canada. 

If the development of these resources is turned over to private corporations, 
the New York Power Authority and the State of New York have announced 
their intention to resist such procedure by every available legal means up to 
the United States Supreme Court itself, which has indicated clearly the exclu- 
sive right and power of the State of New York to carry on such development 
We strongly urge the defeat of the private utilities’ bills and the enactment of 
legislation to authorize development of the power in line with the provisions 
of the Federal Power Act which gives preference to the power authority. 

We have the following comments, however, to make with respect to the Leh- 
man bill which differs in several respects from the bill prepared by the New 
York Power Authority and introduced by Congressman Charles A. Buckley 
(H. R. 5706, 84th Cong.). 

1. The prime purpose of the treaty authorizing the use of additional Niagara 
water for power was the preservation and enhancement of the beauty of the 
falls. Hence, as part of the cost of the project, the licensee should at its own 
cost and expense, in cooperation with the appropraite agency of the State of 
New York, construct a scenic drive and parkway on the American side of the 
Niagara River near the Niagara Falls, the cost of which should be included in 
the licensee’s net investment in the project. The sum required for this park- 
way work will be approximately $15 million, not including the cost of placing 
spoil and fill excavated for the power conduits on the right-of-way of the parkway. 

2. Also, as part of the cost of the project, the licensee at its own cost and 
expense should pay to the United States the United States share of the cost of 
the remedial works undertaken in accordance with article II of said treaty. 
This will not exceed $10 million. It is our understanding that this is the wish 
of the administration and it is consistent with what is being done in Canada. 
We are presently paying cur share of the expenses of the Joint International 

3oard of Engineers on the St. Lawrence. 

3. The New York State Power Authority is the proper agency for the con- 
struction and operation of the project—as provided in section 2 (a) of the 
Lehman bill. However, we are willing to leave it to the Federal Power Com- 
mission to decide because of the preference which is given in the Federal Power 
Act to a State agency and because we are informed that that is the desire of 
the administration. 

4. In several respects the Janguage of the Buckley bill is superior to language 
which is contained in the Lehman bill. For example, the Buckley bill language 
has the advantage of being completely compatible with the language of pertinent 
New York statutes. Copies of the memorandum addressed to Congressman 
Charles A. Buckley on May 25, 1955, and which describe the essential differences 
between the two bills are enclosed. 

The basie objective, however, of the Lehman and Buckley bills is the same, 
that is, a license to the New York Power Authority to construct and operate 
the Niagara project. 

The New York Power Authority is ready and anxious to proceed at once to 
carry out the objectives of the treaty and to develop at the earliest possible 
moment our share of Niagara power. 

Cordially, 





Rosert Moses, Chairman. 
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POWER AUTHORITY OF THE STATE OF New York, 
New York 7, N. Y., May 25, 1955. 
Memorandum to Hon. Charles A. Buckley, chairman of the Committee on Public 
Works of the House of Representatives. 
From Robert Moses, chairman of the Power Authority of the State of New 
York, 
Re Federal legislation to preserve and enhance the scenic beauty of the Niagara 
and to develop power. 


Set up in attached parallel columns are synopses of the Buckley bill (H. R 
5706) and the Lehman bill (S. 1823) which indicate the differences between 
them. 

Also attached is a composite of the Buckley and Lehman bills. The words 
in brackets are contained in the Buckley bill but are omitted from the Lehman 
bil. The italicized words are contained in the Lehman bill but not in the 
Buckley bill. The words which are neither in brackets not italicized are common 
to both bills. 

The Lehman bill, instead of authorizing the Federal Power Commission to 
issue a license pursuant to the Federal Power Act, which gives the power 
authority a preference, mandates the Commission to issue a license to the 
authority. This brings the bill into direct conflict with the recommendations 
made by the Bureau of the Budget, undoubtedly speaking for the President, 
in its letters to the chairman of the Senate Public Works Committee dated 
May 14, 1953, June 24, 1953, April 12, 1954, and February 10, 1955, and its 
letter to the chairman of the House Public Works Committee dated June 24, 
1953. 

In its June 24, 1953, letter to the Senate Public Works Committee, the Bureau 
stated : 

“Since the relative merits of the differing proposals for such a large develop- 
ment are necessarily complex, it is the view of this office that a complete 
analysis is essential and can best be accomplished by removing the existing 
barrier to the consideration by the Federal Power Commission under the 
Federal Power Act of proposals for redevelopment, Accordingly, the Bureau 
of the Budget would recommend that the committee approve, in lieu of S. 689, 


S. 1851, and §S. 1971, legislation permitting the Federal Power Commission to 
so proceed.” 

This year, on February 10, the Bureau wrote the following letter to the new 
chairman of the Senate Public Works Committee in commenting upon the 
bill introduced in the Senate during the current session of Congress by the 
private companies : 


EXECUTIVE OFFICE OF THE PRESIDENT, 
SUREAU OF THE Bupcet, 
February 10, 1955. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 412 Senate Office Building. 

My Dear Mr. CHAIRMAN: This will acknowledge your letter of January 18, 
1955, requesting the views of the Bureau of the Budget on S. 6, to preserve 
the scenic beauty of Niagara Falls and River, to authorize the construction 
of certain works of improvement on that river for power purposes, and to 
further the interest of national security by authorizing the prompt develop- 
ment of such works of improvement for power purposes. 

It is recommended that the committee approve legislation in lieu of S. 6, 
which would permit the Federal Power Commission to consider the various 
proposals for redevelopment of the Niagara River under the terms of the Federal 
Power Act. 

Sincerely yours, 
Donatp R. BeLcuer, 
Assistant Director. 


The Lehman bill in failing to provide that the entity developing the Niagara 
power shall pay the United States share of the cost of remedial works runs 
counter to the basic principles underlying the 1950 treaty and the considerations 
leading up to it. The primary motivations for the treaty were the enhancement 
and the preservation of the beauty of the falls and the falls area, with power 
production in an important but secondary role and undoubtedly one designed to 
effectuate the primary purpose. 

The first words of the treaty read: “The United States of America and Canada, 
recognizing their primary obligation to preserve and enhance the scenic beauty 
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of the Niagara Falls and River and, consistent with that obligation, their com- 
mon interest in providing for the most beneficial use of the waters of that river.” 

The President of the United States, in submitting the treaty to the Senate 
stated: “The new treaty is designed to preserve and enhance the scenic beauty 
of Niagara Falls and to. prescribe how much water, consistent with this pur- 
pose, may be diverted for power purposes in the two countries.” 

The Secretary of State, in submitting the treaty to the President, stated: 
“The treaty has been negotiated with the objective of establishing a formula 
which will protect and enhance the natural beauty of Niagara Falls and Rapids 
and also provide for a more efficient use of the water resources. available for 
power development than is now permitted by international agreement.” 

The bills introduced in Congress on behalf of the private companies have 
consistently provided that the companies would pay the costs of the remedial 
works (82d Cong., S. 2021, H. R. 3146; 83d Cong., S, 689, H. R. 2289, H. R. 4351; 
84th Cong., S. 6, H. R. 142, H. R. 420). 

The executive department obviously believes that the power developing entity 
should pay for the remedial works. This is evidenced by the fact that the Bureau 
of the Budget, again undoubtedly on behalf of the President, in its letter to 
the chairman of the Senate Public Works Committee, dated May 14, 1953, in 
commenting upon a bill introduced on behalf of the private companies (S3d 
Cong., S. 689) stated: “We wish to express our endorsement of the require- 
ment as contained in section 3 (c), that the licensee pay to the United States 
the cost of construction of the remedial works to be constructed.” 

The Buckley bill goes further than any bill previously introduced in carrying 
out the spirit of the treaty by providing that the licensee, in cooperation with 
the appropriate agency of the State of New York which is concerned with the 
development of parks, shall construct a scenic drive and park in the vicinity of 
the falls and that the cost be included in its net investment in the project. This, 
of course, is consistent with what was done on the Canadian side where the 
revenue from power over the years paid for a fine park system. The Buckley 
bill would authorize the Federal Power Commission to approve the general 
outlines of the park plan, but would leave to the licensee and the appropriate 
State agency the determination of the extent and type of development. The 
Lehman bill provides that the licensee, in cooperation with the appropriate 
State agency concerned with the development of parks, shall submit to the 
Commission an outline plan for the construction of a scenic drive and park, 
the plan to be subject to approval by the Commission. It doesn’t say who is 
to do the construction work. It does say that the cost of scenic and recreational 
facilities “shall be met in such part by the licensee as the Commission may 
approve.” 

The cost of the United States share of the remedial works is only about $8 
million and having power revenues pay for it certainly would not materially 
increase the rates at which power is sold inasmuch as the total cost of the 
project is about $400 million. Similarly, the amount to be expended on parks is 
relatively small—about $14 million—compared to the cost of the entire project 
and having the Federal Power Commission approve the general outline of the 
plan certainly should constitute sufficient policing for the protection of power 
consumers without having the Commission dictate plans or limit the amount 
which the licensee may spend. 

The dominant public concern with Niagara Falls and the Niagara Gorge and 
escarpment lies in their priceless value as scenic spectacles. Seventy-five years 
ago, after ruthless commercial exploitation of our side of the Niagara River, 
the New York State Reservation at Niagara was established to preserve what 
was left undefiled of the falls and river frontage and to reclaim as much as 
possible. This action antedated diversion for power. Not till the Burton Act, 
a Federal statute, was enacted in 1906, was there any effective control of the 
amount of water which could be diverted, the flow over the falls and the recession 
of the crest. In 1909 the first treaty was adopted under which the United States 
and Canada have controlled and shared the diversion. 

Canada has gone much further in conservation, park and parkway preserva- 
tions and improvements than we have. The Dominion has not been satisfied with 
mere subscription to this principle. With the formation of the Ontario Parks 
Commission in 1894, it took steps to turn principle into realization. Ontario- 
Hydro is big business. It turns the permitted diversions into kilowatt-hours and 
dollars. On the Niagara, it must come to the Ontario Parks Commission for its 
power sites, indeed for its very existence. As a matter of public policy, it pays 
rentals to the parks commission for a continuous park and parkway development 
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of the Canadian side of the river and falls. Parks are the landlord, the pro- 
tector of the main resource. Power is the dollar product, but park development 
comes first. 

This is true conservation. Water diversion, which might lessen the spectacle 
of the falls and gorge is not prevented, but limited and confined to guard against 
further damage and to pay for enhancement of scenery. 

The United States has been much less farsighted. New York finally estab- 
lished its rights to the waters and the bed of the stream as paramount and supe- 
rior to private riparian rights. Asa result, we have been collecting water rentals 
on the original grants paid grudgingly after a bitter court fight. The question 
now is as to the additional kilowatts provided under international agreement. 

New York maintains an inadequate park and parkway system on the frontier, 
which has had little aid from the private power and utility companies. Our three 
trifling frontages on the gorge make a pitiful showing against Canada’s continu- 
ous integrated park development. Diversion from the falls should pay to alleviate 
the present crowded, inadequate, and disgraceful access to the falls and gorge in 
New York as it does in Ontario. 

Rock spoil from the New York pewer project can be used for the proposed river 
front parkway between North Grand Island and Rainbow bridges. Parkway 
plans, notably in connection with the Connors Island intake, actually interlock 
with power project design. Large savings in time and dollars are possible here 
through coordination of park and power development. Park lands can be made 
valuable elements in river bank and riparian control necessary to the success of 
the power project. But the strongest argument for the Canadian policy, under 
which power pays for parks, lies in the preservation of the spectacle of the falls 
and gorge. The best minds in both the United States and Canada have joined 
in guaranties under a solemn compact, to provide more power, but only as an 
incident in the big objective set forth in the 1950 treaty: “Recognizing their 
primary obligation to preserve and enhance the scenic beauty of the Niagara Falls 
and River and, consistent with that obligation, their common interest in pro- 
viding for the most beneficial use of the waters of that river.” 

“Primary,” “obligation,” and “consistent” are clear and explicit words. Power 
must pay for parks and parkways to carry out the spirit and letter of the compact. 

The provision of the Buckley bill, omitted from the Lehman bill, that the cost 
of the remedial works and park is to be considered part of the licensee’s net 
investment is significant if the licensee is subject to the recapture provisions of 
the Federal Power Act. The Federal Government in exercising its right to take 
the licensee’s property at the expiration of the license in the absence of such a 
provision would only be required to pay the licensee the amount of its investment 
in the project at the time exclusive of the money it expended for the remedial 
works and park. While the power authority is bound by the recapture clause 
as far as the St. Lawrence is concerned, it is not as far as the Niagara is 
concerned. 

The changes which the Lehman bill makes in the licensing conditions contained 
in the Buckley bill are generally not substantial. Both bills give preferences to 
governmental units and cooperatives. Both bills provide for inserting of with- 
drawal provisions in contracts for the sale of power to insure that power will be 
available to preference customers. 

With respect to the building of transmission lines, the Buckley bill adopts 
precisely the language of the New York State Power Authority Act under which 
the authority is operating successfully on the St. Lawrence. The employment of 
such language in Federal Niagara legislation should allay the fears and avoid 
the opposition of those who would argue that more general language such as 
that contained in the Lehman bill might well be construed to require the building 
of parallel transmission lines. 

The Buckley bill provides that a reasonable amount of power shall be available 
within the economic market area in neighboring States. Economic market area 
is a relative term capable of reasonable interpretation based upon all relevant 
factors. For example, the greater the demand in the area where the power is 
produced relative to the amount available, the smaller the economic market area. 
The Lehman bill would make power available within economic transmission 
distance which is something altogether different. It might be economically feasi- 
ble to transport power a relatively long distance provided there were no market 
for it close to the point at which it was produced. On the other hand, it could 
well be unreasonable to take the power out of the area where it is produced and 
needed and move it such a distance. 

Rosert MOSES, Chairman. 
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PARALLEL CoLUMN COMPARISON OF THE Two BILLS 


H. R. 5706 
(Representative Buckley) 
SyNopsis 


Section 1. Authorizes Federal Power 
Commission to issue license pursuant 
to existing laws of United States which 
in effect authorizes the issuance of a 
license pursuant to the Federal Power 
Act which gives preference to the 
Power Authority. 

Section 2. Licensing conditions shall 
include : 

(1) (A) States, counties, and munici- 
palities, cooperatives, and defense agen- 
cies shall be afforded an opportunity to 
purchase as much of the power available 
as they can use economically and prac- 
tically, and (B) arrangements and con- 
tracts for the disposition of power to 
profitmaking private companies shall 
contain suitable reasonable provisions 
in enough of such contracts to allow the 
withdrawal of enough power, so that 
the foregoing recipients may secure a 
reasonable share of the project power. 






(2) Licensee shall erect such trans- 
mission lines aS may be necessary to 
conduct electricity to industrial users 
located at or near the site, and to ac- 
quire by contract with the owners there- 
of, transmission lines or the use of 
transmission lines available or which 
may be made available to conduct 
electricity to such point or points at 
which the electricity is sold by the 
licensee to any person, corporation, or 
association, public or private, engaged 
in the business of distribution and sale 
of electricity to ultimate consumers, or 
if the licensee is unable so to acquire by 
contract the ownership or use of such 
transmission lines, to erect. transmis- 
sion lines necessary for such purposes. 

[This language is the same as the 
provisions of the New York Power Au- 
thority Act.] 

(3) Licensee shall make a reason- 
able portion of the power available for 
use within the economic market area 
in neighboring States. In the event of 
disagreement between the licensee and 
such States, the FPC shall fix the 
amount of and terms on which power 
is to be made available. The pref- 


erences provided in subsection (1) of 
section 2 are made applicable. 





8S. 1823 
(Senator Lehman) 
SYNOPsIs 


Section 1. Same as Buckley bill ex- 
cept for minor changes in language. 


Section 2 (a) contradicts section 1 
by mandating the Federal Power Com- 


mission to grant license to Power 
Authority. 
(b) Licensing conditions shall in- 


clude: 

(1) Licensee shall (A) give equal 
preference to (i) counties and munici- 
palities, (ii) departments, agencies, and 
instrumentalities of New York State, 


(iii) cooperatives; and (iv) defense 
agencies, and (B) make flexible ar- 


rangements in [presumably all] con- 
tracts for the disposition of power to 
profitmaking utility companies, contain- 
ing suitable reasonable provisions for 
the withdrawal of enough power to 
meet the needs of the preference. cus- 
tomers. 


(2) Licensee shall construct or ac- 
quire, by purchase or other agreement, 
all transmission lines necessary to make 
power available in wholesale quantities 
to private companies, preference cus- 
tomers, and neighboring States. 


(3) Licensee shall make a reasonable 
portion of the power available for use 
within economic transmission distance 
in neighboring States. In the event of 
disagreement between the licensee and 
such States, the FPC may, after public 
hearings, fix the amount of and terms 
on which power is to be made available. 
Preferences contained in section 2 (b) 
(i) and (iii) shall be observed with 
respect to the power so allocated. 
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(4) Power shall be distributed pri- 
marily for the benefit of the people as 
consumers—particularly domestic and 
rural consumers—and at the lowest 
rates reasonably possible to encourage 
the widest use. 

(5) In the event power is sold to any 
purchaser for resale adequate provi- 
sions for establishing resale rates shall 
be included which shall pass on to the 
consumer @ fair and proper share of 
the savings in costs of generation and 
transmission. 

(6) As part of the cost of the project 
licensee at its expense shall pay the 
United States share of the cost of the 
remedial works undertaken in accord- 
ance with article II of the treaty and 
shall construct a scenic drive and park 
pursuant to a plan, the general outlines 
of which shall be approved by the Com- 
mission and the cost of which shall be 
included in the licensee’s net invest- 
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S$. 1828 

(4) Power shall be distributed pri- 
marily for the benefit of the people as 
consumers—particularly domestic and 
rural consumers—and at the lowest 
rates reasonably possible to encourage 
the widest possible use. 

(5) In the event power is sold to any 
purchaser for resale, adequate provi- 
sions for establishing resale rates, to be 
approved by the licensee, shall be in- 
cluded and shal be consistent with para- 
graph (4) above. 

(6) 


(No 
works.] 

Licensee shall submit to the Commia- 
sion an outline plan for the construc- 
tion of a scenic drive and park, such 
plan being subject to approval by the 
Commission. The cost for such drive 
and park shall be met in such part by 
the licensee as the Commission may 
approve. 


reference to remedial 


ment in the project. 

Section 3. Contains a provision that 
in case of conflict the bill supersedes 
the Rules of Practice and Procedure of 
the FPC. 


BUCKLEY Britt SHOWING CHANGES MADE py LEHMAN BILL 


A BILL To authorize the construction of certain works of improvement in the Niagara 


River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant the provisions of the reser- 
vation of the Senate of the United States in ratifying the treaty between the 
United States of America and Canada concerning uses of the waters of the 
Niagara River, signed February 27, 1950, [that] which provides that no project 
for redevelopment of the United States share of such waters [for power pur- 
poses] shall be undertaken until it be specifically authorized by Act of Congress, 
[any such] a project for the redevelopment of the United States share of such 
waters for power purposes [may be undertaken if] is hereby authorized, in 
accordance with existing general laws of the United States and this Act. 
[relating to the authorization of such projects, and such] This authorization 
[shall] constitutes compliances with the [above] reservations to said Treaty, 
and is consistent therewith. 

Sec. 2. (a) The Federal Power Commission is hereby authorized and directed 
to issue a license to New York Power Authority for the construction and 
operation of the project, upon its application therefor and its acceptance of 
licensing conditions set forth in this section. 

(b) The Federal Power Commission [is hereby authorized and directed to] 
shall include [in any license issued by it for such project] among the licensing 
conditions, in addition to those deemed necessary and required under the terms 
of the Federal Power Act, the following [provisions]: 

(1) In contracting for the disposition of project power, the licensee (the New 
York Power Authority) shall (A) give equal preference for the purchase of such 
power to (i) [States,] counties[,] and municipalities, including their agencies 
or instrumentalities, (ii) departments, agencies, and instrumentalities of New 
York State, (iii) rural electric cooperatives [or other organizations] not organ- 
ized or administered for profit but primarily for the purpose of supplying elec- 
tric energy to their members as nearly as possible at cost[, the Department of 
Defense, and other]; and (iv) the defense agencies of the United States [shall 
be afforded an opportunity to purchase as much of the power available as they 
can use economically and practically], and (B) make flerible arrangements and 
contracts for the disposition of project power to [private] «tility companies 
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organized and administered for profit [shall be made sufficiently flexible, and], 
with suitable provisions [shall be contained] in [enough of] such contracts 
[allowing] for the withdrawal upon reasonable notice and fair terms of enough 
power [from time to time, so that the foregoing recipients now or hereafter 
authorized by law to engage in the distribution of electric energy may secure 
a reasonable share of the project power] to meet the needs of the foregoing 
classes of preference customers. 

{(2) The licensee is authorized and directed to erect such transmission lines 
as may be necessary to conduct electricity to industrial users located at or 
near the site, and to acquire by contract with the owners thereof, transmission 
lines or the use of transmission lines available or which may be made available, 
to conduct electricity to such point or points at which the electricity is sold by 
the licensee to any person, corporation, or association, public or private, engaged 
in the business of distribution and sale of electricity to ultimate consumers, or 
if the licensee is unable so to acquire by contract the ownership or use of such 
transmission lines, to erect transmission lines necessary for such purposes.] 

(2) The licensee shall construct or acquire, by purchase or other agreement, 
such transmission lines as may be necessary to make the power and energy 
generated at the project available in wholesale quantities for sale on fair and 
reasonable terms and conditions to privately owned companies, to the preference 
customers enumerated in subparagraph (1) (A) of this subsection, and to the 
neighboring States in accordance with paragraph (3) of this subsection. 

(3) The licensee shall make a reasonable portion of the project power [out- 
put] available for use within [the] economic [market area] transmission dis- 
tance in neighboring States and shall cooperate with the appropriate agencies 
in such States to insure compliance with this requirement. In the event of 
disagreement between the licensee and the power marketing agencies [in] o/ 
any of [the other] such States [within the economic market area], the Federal 
Power Commission may, after public hearings, determine and fix the applicable 
portion of power to be made available and the terms applicable thereto: Pro- 
vided, That if any such State shall have designated a bargaining agency for the 
procurement of such power on behalf of such State, the licensee shall [cooperate 
and] deal only with such agency in that State. With respect to the share of 
the power so allocated, the arrangements made by the licensee for the sale of 
power to or in such States shall include observance of the preferences [provided 
in subsection 1 of section 2 hereof shall be applicable in such States] numbered 
(t) and (iii) in subparagraph (1) (A) of this subsection. 

(4) Project power shall be sold and distributed primarily for the benefit of 
the people as consumers, and particularly for the benefit of domestic and rural 
consumers, to whom it shall be made available at the lowest rates reasonably 
possible and in such manner as to encourage the widest possible use. 

(5) In the event project power is sold to any purchaser for resale, contracts 
{made by the licensee with such purchaser] for such sale shall include adequate 
provisions for establishing resale rates, [which shall pass on to the consumer 
a fair ond proper share of the savings in costs of generation and transmission] 
to be approved by the licensee, consistent with paragraph (4) of this subsection, 

[(6) As part of the cost of the project, the licensee at its expense shall pay 
to the United States the United States’ share of the cost of the construction of 
the remedial works undertaken in accordance with article II of such 
treaty and in cooperation with the appropriate agency of the State of 
New York which is concerned with the development of parks in such State shall 
construct a scenic drive and park on the American side of the Niagara River 
near the Niagara Falls pursuant to a plan, the general outlines of which shall 
be approved by the Commission and the cost of which shall be included in the 
licensee’s net investment in the project.] 

(6) The licensee, in cooperation with the appropriate agency of the State of 
New York concerned with the development of parks in such State, shall submit 
to the Commission an appropriate outline plan for the construction of a scenic 
drive and park on the American side of the Niagara River, near the Niagara 
Falls, such outline plan being subject to approval by the Comgnission. The cost 
of these scenic and recreational facilities shall be met in such part by the 
lioensee as the Commission may approve. 

Sec. 3. The license issued under the terms of this Act shall be granted in 
conformance with the Rules of Practice and Procedure of the Federal Power 
Commission, but in the event of any conflict, the provisions of this Act shall 
govern in respect of the project herein authorized. 

Sec. [3.] 4. This Act may be cited as the “Niagara Redevelopment Act of 
1955”. 
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New York, N. Y., July 21, 1955. 


Senator Hersert H. LEHMAN, 
Senate Office Building, Washington, D. C.: 


Strongly urge support of your bill on the development of Niagara power, 
which will preserve this property of the people for their use. Safeguards giving 
preference to domestic and rural consumers of vital importance, as opposed to 
contracts favoring large industrial users as evidenced in the power contract 
recently awarded to Alcoa. Best wishes for your success in this fight on behalf 
of the people. 

MARTIN GERBER, 
Director, UAW-—C1U, Region No. 8. 

Senator Kerr. Thank you very much, Judge Gutman, for this clear 
and able statement. 

Are there any questions? 

Senator LeHman. May I make just a very brief observation! | 
believe the language with regard to the transmission lines which 1s 
contained in our bill is already adequate to meet the points raised by 
Judge Gutman. But I have no objection to the suggested language 
submitted by Judge Gutman. 

Senator Kerr. Fine. Thank you very much, Judge. 

The next witness is Mr. Leland Olds. Come around, Mr. Olds, and 
be seated. 

You may identify yourself and give us the benefit of your state- 
ment. 

Senator Lenman. May I just have a word in introducing Mr. Le- 
land Olds? He is a very old friend of mine, very old personal and 
very old official friend. May I have a word to say in introducing Mr. 
Leland Olds? 

Senator Kerr. I would be delighted if you would do so. 

Did you intend to say that he is very old ¢ 

Senator Lenman. Not in point of his years, but in point of service 
he is an old friend of mine. I am not quite sure of my facts, but I 
know he was connected long ago with the original New York Power 
Authority longer than any man living today. You were, I think, 
executive secretary of it. 

Mr. Olds had a great deal to do with writing the original Power 
Authority Act in 1930 and 1931. I have always alluded to him as a 
very great authority in these matters of public dev elopment versus 
private development. He has certainly rendered great service, made 
a great contribution to the thinking on this question in the State of 
New York, which goes back 25 or 30 years. 

I am very glad indeed to see you here, Leland. 

Mr. Ops. Thank you very much. I naturally say Governor Leb- 
man, but Senator Lehman. 


STATEMENT OF LELAND OLDS, REPRESENTING ENERGY 
RESEARCH ASSOCIATES 









Mr. Oups. Mr. Chairman, I appreciate this opportunity to appear 
before the committee. My name is Leland Olds. I am appearing 
before your committee today at the request of Senator Lehman to 
discuss the bills before Congress providing for the construction of cer- 
tain works for improvement of the Niagara River for power and 
other purposes. What I shall try to do is to present some background 
material which may not have come to the committee’s attention and 
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which I think should be considered in reaching a sound decision as 
to the legislation which should be enacted by the Congress to assure 
redevelopment of Niagara Falls in the public interest. 

My experience has included the following positions: Executive sec- 
retary of the Power Authority of the State of New York, in charge 
of the work of the staff, from its start in 1931 to June 1939; member 
of the Federal Power Commission, 1939-49, serving as chairman dur- 
ing about 6 of these years; chairman, United States St. Lawrence 
Advisory Committee; member, the President’s Water Resources Pol- 
icy Commission, as commissioner in charge of studies, 1950-51; and 
representative of the Secretary of the Interior on the New England- 
New York Inter-Agency Committee, 1951-53. I am at present head 
of Energy Research Associates, an affiliate of the Public Affairs In- 
stitute of this city. 

Under my direction the staff of the New York Power Authority 
prepared numerous technical studies designed to carry out the pur- 
poses of the Power Authority Act. These included plans for re- 
development of the hydroelectric resources of the Niagara River and 
for the marketing of Niagara and St. Lawrence River power, in ac- 
cordance with the principles of the act. Under my direction, as mem- 
ber of the Federal Power Commission, the Commission’s Bureau of 
Power undertook the further preparation of general plans for re- 
development of Niagara which provided the basis for the 1950 treaty 
between the United States and Canada concerning uses of Niagara 
waters, referred to in the bills before Congress. Under my general 
direction for the United States, as chairman of the United States 
St. Lawrence Advisory Committee, plans were developed by the 
United States Corps of Engineers for development of the Interna- 
tional Rapids of the St. Lawrence River and construction of a weir 
to protect the scenic spectacle at Niagara Falls was undertaken and 
completed. 

With this introduction, establishing my long and close association 
with the issues under consideration, I would like first to characterize 
the following four alternative proposals embodied in bills before 
Congress and then to justify my characterizations by reference to the 
background of the controversy. Only the first 2 bills are now before 
this committee, but all 4 should be considered in order to get the full 
picture. 

The Lehman-Davidson bill, S. 1823, would provide for public devel- 
opment of the undeveloped hydroelectric power of the Niagara River 
by the New York Power Authority, with assurance that the funda- 
mental purpose of obtaining lower electric rates for small consumers 
of electricity throughout the region will be accomplished. It does so 
by definitely directing the Federal Power Commission to issue a li- 
cense to the New York Power Authority and by providing that the 
license shall be conditioned to give public and cooperative systems 
enforceable preference in securing low-cost power supply from the 
Niagara development with provision for its transmission to such com- 
munity agencies. 

The Capehart-Miller-Dondero bill, S. 6, at the other extreme, would 
put Congress on record as favoring the private development of the 
undeveloped hydroelectric resources of the Niagara River; would 
change the preference for State and municipal license applications, 


which has been in the Federal Power Act since 1920, to a preference 
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for the applicant most able to commence actual construction and put 
the project into operation promptly; and would substitute a prefer 
ence to big industries for the preference to municipal and rural elec 
tric systems which has demonstrated its superior effectiveness In assur 
ing lower electric rates to small consumers. In short, this bill, if 
enacted, would completely defeat the will of the voters of New York 
State, as expressed through their choice of governors and legislatures 
over about a quarter of a century. 

The Buckley bill, H. R. 5706, which is not now before the Senate, 
appears to offer somewhat of a middle ground between the Lehman 
Davidson bill and the Capehart-Miller-Dondero bill. But it actually 
contains key provisions which are so lacking in precise indication of 
congressional intent that the final result of its enactment, so far as 
protecting the fundamental public interest in low rates for small con 
sumers is concerned, might not differ materially from that which the 
Capehart bill would produce. The provision sanctioning authoriza 
tion of the project in accordance with the existing general laws of the 
United States, without specific direction that the authorization go to 
a State agency, might open the way to ultimate private development 
of this public resource. The provisions which seem to establish a 
preferential position of public and cooperative electric systems in 
connection with disposition of the power are so vague and leave so 
much discretion to the power authority that they might prove difficult 
to enforce in the courts should such action become necessary. 

The Radwan bill, H. R. 5377, by authorizing the immediate under 
taking of the Niagara development, while specifically deferring de 
termination of the methods and procedures for disposition of the 
power, would evade the purpose of the reservation which the Senate 
attached to ratification of the Niagara Treaty of 1950. It could lead 
ultimately to private ownership of the development or public develop- 
ment without the safeguards for the public interest in lower electric 
rates for small consumers throughout the region which have domi- 
nated all action with reference to Niagara and St. Lawrence develop- 
ment for more than 25 years. It would appear that the language, 
reserving decision as to disposition of the power, would have the effect 
of removing the project power from the marketing requirements of 
section 5 of the Flood Control Act of 1944 and that any subsequent 
decision to transfer title to the project to privately owned power com- 
panies, even though in conflict with the preference to State and munic- 
ipal bodies in the Federal Power Act, would prevail. 

With this brief reference to the bills, I will turn to the historical 
background which should clarify the broad purposes in terms which 
should afford a basis for decision as to the legislation to be recom- 
mended to Congress. 

The issue regarding the further development of power from the 
Niagara River was first raised in Congress in 1929 by the signing 
of the Niagara Falls Convention with Canada, which provided for 
construction of remedial works to preserve the crestline of the falls. 
The convention was accompanied by a protocol which would have 
peretiier experimental diversions of additional Niagara water on 

oth sides around the falls through existing generating equipment. 

The convention was never ratified. It was defeated in the Senate 
Committee on Foreign Relations through the influence of the late 
Senator Robert F. Wagner, of New York. According to a note from 
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the United States Minister to Canada to the Canadian Secretary of 
State for External Affairs, March 4, 1935— 

during the Senate hearings it became manifest that members of the Foreign 
Relations Committee were in hearty accord with the proposal to construct com- 
pensating works to preserve the beauty of the falls, but that in their estimation 
the treaty conferred unusual and unwarranted advantages upon a private 
hydroelectric company in the United States. 

Meanwhile, between 1929 and 1931, the State of New York took 
steps which culminated in creation of the Power Authority of the 
State of New York to develop the International Rapids section of 
the St. Lawrence River. 

I mention these early events as a basis for answering the question: 
What public purpose 1s to be served by providing for the public de- 
velopment of these two great waterpower resources at Niagara Falls 
and on the St. Lawrence? 

In the simplest possible terms, the answer is that, as a matter of 
public policy, it was decided to give small consumers of electricity, 
particularly homes and farms, the benefit of this portion of the mag- 
nificent power resources of the Niagara-St. Lawrence Basin. 

Down to date the chief beneficiaries of this low-cost power resource 
have been big electro-process industries, which have obtained very 
low electric rates while small consumers throughout the basin have 
— high rates. This is true with the notable exception of the 

rovince of Ontario served by the ably managed, publicly owned 
wholesale power supply system of the Ontario Hydroelectric Power 
Commission with distribution handled by publicly owned municipal 
systems and rural power districts. 

The Ontario hydroelectric power system, which served as a model 
for the Tennessee Valley Authority power program, found it possible 
to give small residential and rural consumers much lower rates than 
across the border in the United States and at the same time to pro- 
vide the low rates required to stimulate industrial development. So, 
with homes and farms on the Ontario side of the Great Lakes-Niagara- 
St. Lawrence Waterway getting more than twice as much electricity 
for their money as those on the United States side, the Province of 
Ontario has also been the fastest growing industrial Province in Can- 
ada. I shall have more to say about this. 

During the 1930’s, in a series of reports and briefs, the New York 
Power Authority brought into clear perspective the industrial domi- 
nation of this vast chain of waterpower resources by great industrial 
combines which were international in scope and monopolistic in out- 
look, with the Aluminum Company of America increasingly taking 
the lead. They practically excluded small consumers of electricity 
in the United States from sharing the benefits of this huge supply 
of low-cost power. 

In a protest and brief before the Federal Power Commission dated 
December 26, 1936, the New York Power Authority opposed the 
permanent licensing to the private power company of additional di- 
version of Niagara waters for power purposes as— 
contrary to the eventual devotion of this resource to the public welfare in ac- 
cordance with the power policy of the State of New York. 


It said: 


The present use of Niagara waters by the Niagara Falls Power Co. is primarily 
a private use serving private interests. It involves combinations and arrange- 
ments to “restrain trade” or “to fix or increase the prices of electrical energy” 
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such as are prohibited to companies licensed under the Federal Water Power 
Act. * * * The great value of this natural supply of hydraulic power is reflected 
chiefly in the monopoly profits of applicant power company and of metallurgical 
and chemical corporations to which it supplies power under private contracts 
not subject to effective State control or regulation. 

The authority’s brief pointed out that nearly 75 percent of Niagara 
power was going to a few manufacturing industries near the site at 
very low rates. It noted further that the aluminum company con- 
tract with Niagara Falls Power Co. bound the power company not to 
sell power to any other party for use in the manufacture of aluminum. 
The aluminum company then paid an average rate of 144 mills per 
kilowatt-hour for this power. The brief called attention to the fact 
that an original investment of $3,121,600 in Alcoa had obtained ap- 
proximately $240 million in profits between 1911 and 1935, taking 
$81,270,483 in cash dividends and raising the assets represented by this 
investment to $167,500,000. 

In its subsequent 1937 annual report the power authority summa- 
rized the way in which Alcoa, in alliance with Du Pont, General Elec- 
tric, and other interests, had reached out to preempt the other low- 
cost hydroelectric resources of the basin, including the International 
Rapids section of the St. Lawrence, the Soulanges Rapids section in 
the all-Canadian stretch of the river, and the St. Maurice and Sague- 
nay tributaries. It showed the private consortium dominating these 
resources, including ties between the aluminum interests and the Ni- 
agara Hudson Power Corp., with its New York subsidiaries ; the Mont- 
real Light, Heat & Power Co., with its subsidiaries in the Province 
of Quebec; the Shawinigan Water & Power Co.; and the Saguenay 
Power Co. 

I shall not go into further details here. For this has been enough 
to reveal the basis for the legislative intent which wrote into the 
New York Power Authority Act a preamble declaring that the Ni- 
agara and St. Lawrence resources should always be kept as the inalien- 
wble possession of the people of the State and which declared the 
policy that, in the development and marketing of the power, these 
developments should be considered as for the benefit of the people as a 
whole and particularly domestic and rural consumers with alee rial 
sales as secondary designed to serve the primary purpose. 

The question of how these great hydroelectric resources in the out- 
flow of the Great Lakes shall be developed has been an issue in New 
York polities since 1912. In that year, the State legislature repealed 
a grant to the Aluminum Company of America to develop the Inter- 
national Rapids of the St. Lawrence River as the next step in the 
broad private program for the basin which I have just outlined. The 
action of the legislature was based substantially on the same reason- 
ing as led the Senate Foreign Relations Committee to reject the 1929 
Niagara Falls Convention, that is, that the original grant conferred 
unwarranted advantages upon a private company. 

The controversy over State policy toward these waterpowers 
continued during the 1920’s. That policy was finally formulated 
definitely by the State St. Lawrence Power Development Commis- 
sion whose reports were transmitted to the State legislature by Gov. 
Franklin D. Roosevelt in 1931. I want to call the committee’s atten- 
tion briefly to that formulation because it has an important bearing 
on the Niagara development bills now before you. This review will, 
I think, make it crystal clear that the fundamental objective of the 
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people of the State in adopting this policy was to make sure that 
the benefits of further development should flow to small consumers 
of electricity in lower rates and larger use, rather than to a few very 
big industries. 

This did not mean that big industries should get none of the power 
from Niagara and St. Lawrence. But it did mean, and so ay 
stated, that sales to industry should be secondary and handled in 
such a way as to further the major purpose of bringing about reduc- 
tions in the electric rates paid by domestic and rural consumers. 

In the first place, the St. Lawrence Power Development Com- 
mission recommended and the New York Legislature adopted a 
statement of policy which declared that the eer sa So resources 
in, upon, or adjacent to or within the watershed of the St. Lawrence 
River, whether now owned or later brought within the ownership 
and possession of the people of the State should “always remain 
inalienable to, and ownership, possession, and control thereof shall 
always be vested in, the people of the State.” This declaration of 
policy was later amended to make its inclusion of the power resources 
of the Niagara River specific. 

Now it is a significant fact that adoption of this policy and the 
specific implementation which I am about to discuss were in every 
way bipartisan. The St. Lawrence Power Development. Commission 
and the New York Power Authority were both created by a Repub- 
lican-controlled legislature, acting in conjunction with a Democratic 
governor. The later broadening of the Power Authority Act, includ- 
ing grant of authority to build public transmission lines, was 
effected by a Republican legislature in conjunction with a Republican 
governor. 

The St. Lawrence Power Development Commission went further 
to provide for the detailed amplification of this policy in order that 
inalienable possession of these great power recources by the people 
should not be a barren holding of title but an assurance that the full 
benefits should flow to the people in lower electric rates. An under- 
standing of the proposed implementation is very important to a sound 
determination as to the Niagara development legislation. 

Under a subcaption, “What Classes of Consumers Should Be the 
Beneficiaries of the Low-Cost Power?” the commission referred to the 
practice of public utilities and public service commissions to divide 
the consumers of electricity into three general classes: domestic con- 
sumers, commercial consumers, industrial power consumers. 

It continued : 


The first class comprises all residential customers, who use electricity for 
lighting and for labor-saving household devices. The second class comprises 
customers in commercial establishments, such as retail and wholesale stores 
and factories which use electricity for lighting and for relatively small power 
loads. The third class is confined to users of great quantities of power for 
industrial purposes, such as for the operation of the machinery of a great factory, 
or for electrochemical and electrometallurgical purposes. In some respects, 
rural consumers may be grouped in a fourth class, although they are regarded 
as coming in the general class of domestic consumers. 


Rephrasing its original question to apply to two broad groups of 
consumers, the small ones on the one hand and the large industrial 
users on the other, the commission asked : 


Should all of them enjoy a pro rata reduction in their electric bills, or should 
the benefits of the low-cost power be concentrated as far as possible on the 
smaller customers? 
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Its answer was unequivocal: 


Your commission is firmly convinced that the latter policy is the proper one, 
and that all effort should be made to secure the maximum possible reduction in 
rates to domestic and small commercial users. 


In fact, the commission said that selling on a commercial basis 


should be applied to industrial consumers of power, and that the resulting profits 
on this business should be applied to the reduction of rates to other consumers. 
The St. Lawrence Power Development Commission explained that— 


industrial power users enjoy a strategic position not possessed by small con 
sumers, Which gives them the power to bargain for low rates even though the 
publie utility company that serves them should try its best to secure the maximum 
profits from this business. 


It pointed out that— 
the bargaining power of industrial users lies partly in their ability to produce 
their own power at low cost; partly in their readiness to relocate their plants 
in communities where they can get low-cost power; and partly in the fact that 
certain of the largest power-using industries, like the electrometallurgical indus- 
tries, simply would not be able to carry on their business if they could not secure 
their current at extremely low wholesale rates. 

The commission added that “smaller consumers of electricity 
throughout the States are in a very different position,” continuing: 

Not being in a position to protect themselves by exercise of their bargaining 
power, they require the protection of their government in the enjoyment of 
services at the lowest possible rates. 

This makes it clear why the people chose public development of 
Niagara and St. Lawrence power. It was so that the benefits could 
flow primarily to domestic, rural, and other small users of electricity 
through lower rates and resources, which has extended over more than 
40 years, has been concerned primarily with how the benefits could 
be translated into lower rates to small consumers. 

The St. Lawrence Power Development Commission proposed five 
essential steps to provide for the protection of the opportunity for 
small consumers to get lower electric rates and larger use of electricity 
through the development of these great public hydroelectric resources. 
These were embodied in the Power Authority Act and may be sum- 
marized as follows: 

First, the act directs the power authority to proceed forthwith to 
develop the hydroelectric power on a public basis. 

Second, the act declares that, in the development of the hydroelectric 
power from the St. Lawrence and Niagara projects— 
such projects shall be considered primarily as for the benefit of the people of the 
State as a whole and particularly the domestic and rural consumers to whom the 
power can economically be made available— 
and directs that— 


all plans and acts, and all contracts for the use, sale, transmission, and distribu- 
tion of power— 

shall be made in the light of, consistent with, and subject to that 
policy. 

Third, the act provides that, in order to implement the policy of 
channeling the benefits particularly to domestic and rural consumers— 
sale to and use by industry shall be a secondary purpose, to be utilized principally 
to secure a sufficiently high load factor and revenue returns to permit domestic 


and rural use at the lowest possible rates and in such manner as to encourage 
increased domestic and rural use of electricity. 
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Fourth, the act provides that— 


in furtherance of this policy and to secure a wider distribution of such power 
and use of the greatest value to the general public of the State, the authority 
shall in addition to other methods which it may find advantageous make provi- 
sion so that municipalities and other political subdivisions of the State now or 
hereafter authorized by law to engage in the distribution of electric power 
may secure a reasonable share of the power— 

on a cost basis. In this connection it provides also for arrangements 
to assure the necessary transmission of power to such municipalities 
and political subdivisions. 

Finally, the act provides that rates of the transmitting and dis- 
tributing public agencies or companies for power generated at the 
pr ojects— 
shall be governed by the provisions and principles established in the contract, 
and not by regulations of the public service commission or by general principles 
of public service law regulating rates, services, and practices. 

Rates to consumers are to be fixed initially and adjusted from time 
to time “on the basis of true cost data.” 

This provides a consistent pattern for developing and marketing 
power from the Niagara and St. Lawrence resources in such a man- 
ner as to assure small consumers of electricity, particularly domestic 
and rural consumers, advantages which they had not enjoyed and 
could not hope to enjoy under established public utility regulation. 
It was specifically designed to supplement utility regulation by giving 
small consumers the same bargaining position in ‘dealing with pri- 

vately owned power companies which the St. Lawrence ‘Power De- 
velopment Commission declared was enjoyed by big industrial con- 
sumers. 


Small consumers would have an alternative to dependence upon 
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a private monopoly for their electric service. That alternative would 
be service through a municipality or other political subdivision of 
the State “now or hereafter authorized by law to engage in the dis- 
tribution of electric power.” I have emphasized the word “here- 
after” because it clearly indicates that, if the purposes of the people 
in providing for public development of Niagara and St. Lawrence 
power resources are to be achieved, the marketing of the power must 
protect the future opportunity of such public distribution systems 
to call for Niagara and St. Lawrence power in amounts which are 
reasonable in terms of the fundamental purposes of the Power Au- 
thority Act. 

This requires recognition of the preference accorded public and 
cooperative electric systems in all Federal legislation providing for 
the marketing of power from Federal projects. It requires also pro- 
vision for recapture on reasonable notice of power sold to privately 


owned power systems, to the extent needed to meet their reasonable 
requirements. The development of rural electric cooperatives since 
the Power Authority Act became law warrants their inclusion in 
such provision. 
Regulation alone does not meet the people’s need. At the time when 
the St. Lawrence Power Development Commission reported and the 
Power Authority Act was under consideration, the people were very 
much aware of the fact that across the border in the Province of 


Ontario homes paid no more for electricity to operate all the elec- 
trical applicances of that day, including refrigerator and electric 
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range, than homes in New York State were paying for service limited 
to electric lights and perhaps an electric iron. There, the wholesale 
power business was owned and operated by the Hydroelectric Power 
Commission of Ontario, with distribution of electricity almost alto 
gether in the hands of municipalities and rural districts. 

The real question was, How could the people of the high-rate north- 
eastern United States get electricity at as low rates as prevailed in 
Ontario? Would it be necessary to go to all public power, or could 
a way be found which would stimulate the private companies into 
offering much lower electric rates and so promoting consumption of 
electricity as to secure their necessary profits on the mass production 
industry principle? 

During the 1930’s the New York Power Authority tackled this 
question in terms of the br oad provisions of the Power Authority Act 
which I have already summarized. The results of its studies and ex- 
periments have a very important bearing on the qeustion of what 
action Congress should take to assure that the new Niagara power 
development will meet requirements of the public interest. 

The power authority made pioneer studies of the cost of distributing 
electricity, particularly to residential consumers. As a result of the 
first series of studies, 14 participating engineers signed a joint report 
which found, among other things, that, in communities where an aver- 
age consumption exceeds 100 kilowatt-hours per month, the cost of 
distributing electricity to residential consumers was 1 cent or less 
per kilowatt-hour. Their findings continued : 

Distribution costs per kilowatt-hour go down as the use goes up. By doubling 
the consumption the unit cost per kilowatt-hour is about cut in half. The annual 
distribution cost per average domestic consumer is almost a fixed amount inde- 
pendent of the quantity of electricity used. Cost factors other than use tend 
to offset one another. Such are the conclusions that may fairly be drawn from 
the data gathered in the surveys and submitted in detail herewith. 

On the basis of these conclusions and through technical analysis 
supporting them, the power authority found that private companies 
in New York State could sell electricity to residential consumers at 

rates closely approximating the well-known yardstick rates in the 
Tennessee Valley area. It found further that, with St. Lawrence and 
Niagara power developed and transmitted to major load centers by 
the State, private companies could bring residential rates down over 
a period of years to levels below those established by the TV A without 
sacrificing a fair return on their invested capital. 

Furthermore, the power authority found that these costs could be 
materially lowered— 
where a municipality undertakes the public distribution of electricity even 
though the same allowance is made for interest, depreciation, and taxes as pro- 
vided for private operation. 

Equally significant were the power authority studies of the effec- 
tiveness of public competition in bringing the rates charged by pri- 
vately owned power companies down to much lower levels than utility 

regulation could hope to achieve. These studies showed beyond ques- 
tion that such companies can make satisfactory profits on rates con- 
siderably below those which they can justify in regulatory procedures. 

The results of these studies are of immense significance in con- 
nection with any consideration of the bills now before Congress to 
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authorize the big power development at Niagara. I am, therefore, 
going to give the committee 1 or 2 illustrations. 

The power authority study of actual public competition in the city 
of Montreal, Canada, showed that the small borough of Westmount, 
with a population of only 26,000 entirely within the corporate bound- 
aries of the big city of Montreal, commenced the operation of a com- 
petitive public electric system in 1906. The record of 27 years of com- 
petitive operation revealed a succession of rate reductions by the 
Montreal Fight, Heat & Power Co. which resulted in residential rates 
for the entire city well below the costs suggested by power authority’s 
studies of the cost of distributing electricity. 

Specifically, the new rate schedule announced by the Montreal com- 
pany in 1934 resulted in typical bills of $2.50 for 100 kilowatt-hours 
a month residential use and $4.75 for 250 kilowatt-hours a month. 
The first is precisely the TVA level. The second is somewhat below 
the TVA yardstick bill for this larger use. And it may be noted 
that as late as 1949 the Cincinnati Gas & Electric Co. was charging 
precisely $2.50 for 100 kilowatt-hours per month and $4.75 for 250 
kilowatt-hours a month. 

I might just insert there that this is an important example because 
it raises a good deal of question as to the validity of the criticism of 
the TVA rate levels. It is apparent that taxpaying companies have 
been able to make rates that approximate in some instances are lower 
than those charged by the TVA municipalities. 

Senator Kerr. Which they therefore would have made had they 
not faced that competition. 

Mr. Ops. Mr. Chairman, you are absolutely correct on that. 

The company’s announcement of this rate schedule is very signifi- 
‘ant of the results which should follow in the Northeastern States if 
the proper policy is adopted to govern the Niagara power develop- 
ment. 

After calling attention to the fact that its rates had been reduced 
14 times between 1908 to 1930, the company said : 

This constructive policy undoubtedly encouraged wider and increased indi- 
vidual use of electricity and contributed largely to the welfare of consumers and 
the company * * *. 

It continued : 


The new tariff is the result of months of exhaustive study and the application 
of the best modern rate practice to the service conditions existing in the terri- 
tory served by this company. It is an example of the modern form of promo- 
tional rates explained in previous letters and developed to meet present-day 
conditions. 


The company emphasized that “the equity of promotional rates has 
been definitely established,” and added: 


They insure that each customer will bear the cost of his own service only, no 
matter what the consumption may be, and that he will benefit directly from the 
lower rates his own increased consumption makes possible. 

The New York Power Authority study quoted from the report of 
a special board of inquiry on rates for electricity in the city of Quebec, 
appointed by the Quebec City Council. In a chapter on the effect 
of public competition in Westmount on the rates paid by residential 
customers throughout the entire city of Montreal, this report points 
out that, in spite of unfavorable conditions, the Westmount public 
plant led the Montreal company in a series of rate reductions. Intro- 
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ducing a table showing rate reductions by the public Westmount sys- 
tem and the privately owned Montreal company, it says: 

If the reader examines the figures hereafter, he will notice that the reduction 
in rates in the city of Montreal always followed, often on a scale higher, but 
never inferior, the tariff of the municipality of Westmount. 

Hence, Montreal owes its reduced rates to the nearness of an electrical system 
municipally owned. 

The New York Power Authority commented in its fourth annual 
report: 

After 27 years of competition, under rate schedules which, if ordered by the 
Public Service Commission, in New York State, would lead to court stays on the 
ground that they were confiscatory and destructive, both the municipal and 
private operations reveal not only a prosperous financial history but present a 
condition which is exceptionally sound from the standpoint of consumers, tax 
payers, and investors. 

Other studies of the power authority confirmed the effectiveness of 
public competition in bringing down electric rates to small consumers 
beyond anything which ¢ ould be achieved b ry utility regulation. Here 
I will merely call attention to a couple of practical oe nts in 
public competition in which the power authority played a part, for 
they show beyond question why the possibility of much lower electric 

rates in the northeastern part of the United States depends upon the 
legislation finally approved by Congress est: sitighing the conditions 
under which Niagara power shall be de veloped. 

In 1933, the New York Public Service Commission, with its able 
chairman, Milo B. Maltbie, ordered the Consolidated Edison Co. of 
New York City to cut its rates by some $9 million, with an opinion 
which told the company that, unless it cooperated, the public would 
have recourse to some other method of securing lower rates. 

The company took the case into the courts, securing a temporary 
injunction against the rate decrease. While the case was pending in 
the courts, the company asked a $12 million increase in rates. 

Finally, in the spring of 1935, the courts upheld the company and 
told Chairman Maltbie that he was wrong. The injunction against 
the rate cut was made permanent. But, with this court victory in its 
pocket, the company, a little over a month later, cut its rates by about 
the equivalent of the Public Service Commission order. 

Why this about face? The answer is simple. Because the mayor 
of New York City, with the help of power authority engineers, had 
developed plans for a public yardstick plant at the foot of 14th Street 
and the East River. Power authority figures showed what the city 
plant could charge. The company offered its rate cut just before 
Mayor LaGuardia presented his plan to the board of estimates. 

Actually, within a year, the chairman of the company’s board of 
directors was boasting that this voluntary rate cut had been a good 
thing for his company because it had stimulated business. 

The second power authority experiment was undertaken in 1! 35, 
when the Rural Electrification Administration was being set up in 
Washington. It was directed at breaking the power comp: ~~ Adi- 
rondack plan, under which farms could get electricity only by guar- 
anteeing the company $24 per month in revenue to the mile of rural 
line. If there were 4 farms to the mile the customers had to agree toa 
minimum monthly bill of $6 per farm and if 3 to a mile, the monthly 
minimum bill was $8. 

65993—55 
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Most farmers just beginning to use electricity could not afford it. 
Only 12 percent of the farms in Seneca C ounty, N. Y., enjoyed central 
station electricity when the power authority went to work with a 
committee of Seneca County farmers, performing the survey and 
engineering work necessary to plan a rural electric cooperative. There 
was constant contact with the newly-formed Rural Electrification Ad- 
ministration in Washington. And, to make a long story short, the 
power companies suddenly found the Adirondack plan was out of date. 
They cut the farmer’s minimum bill to $2 and, in certain cases to $1 
per month. 

Again, the threat of competition had accomplished what regulation 
could not do alone. 

These studies and practical demonstrations by the New York Power 
Authority were merely steps toward implementing the basic purpose 
of the people of New York State in providing for public development 
of Niagara and St. Lawrence power. That purpose, as already indi- 
cated, is to secure lower electric rates for small consumers, particu- 
larly homes and farms. 

Gov. Franklin D. Roosevelt, in his special message transmitting the 
report of the St. Lawrence Power Development Commission to the 
New York Legislature, commented as follows on the proposed pro- 
vision of the power authority act entitling municipalities and other 
subdivisions of the State, now or hereafter authorized by law to engage 
in the distribution of electrical current, to a reasonable share of the 
power : 


These two alternatives which the power authority would have in determining 
the method of transmitting electricity are, of course, the only bargaining club 
in its possession in its negotiation with the present utility monopoly. If it 
did not have these alternatives the State would be at the complete niercy of the 
Niagara Hudson Power Co. 

This is now the Niagara Mohawk, which would be the chief bene- 
ficiary of one of the Niagara development bills now before this com- 
mittee. 

Governor Roosevelt continued : 


I believe that these alternatives form the very foundation of the plan, which 
will have its ultimate attaipment only when the homes of the State get cheap 
electricity. I believe that chese two alternatives provide the whip hand, the 
trump card, with which the State can treat with the power trust, and I believe 
that they should be emphasized to the utmost. 

In the same year that the New York Power Authority published its 
first major study of the cost of distributing electricity to small con- 
sumers and its study of public competition in Montreal, the State 
legislature enacted a law granting municipalities the right to go into 
the business of producing and distributing electricity if authorized bya 
referendum of their citizens. This was a part of Governor Lehman’s 
public-utility program. In its fourth annual report the Power Au- 
thority commented on this forward step as follows: 

The enactment of this law for the first time opens the way in this State to 
public competition as a method of rate determination embodied in the Power 
Authority Act can be effective only to the extent that it is a phase of such 
potential public competition. 

Now I have turned back the pages of history to make clear what the 
plan of the people of New York was when they approved public 
development of the Niagara and St. Lawrence hydroelectric resources. 
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I have cited examples to show how this was designed to afford sma! 
consumers the same op portunity to get low electric rates as have al 
along been available to big industry. 

Decision on the legislation to provide for full development of the 
great Niagara resource will determine whether this plan, as originally 
casei can be carried out or whether the people of the northeast- 
ern States must continue to look across the border and see Canadian 
homes and farms enjoying much lower electric rates and more com 
plete use of the advant: iges of abundant electr te it\ than insistence o1 
a kind of private-enterprise absolutism in a pub lic-service field would 
permit them to enjoy. | 

Northeastern States are still burdened by excessive electric rates. 
Much water has gone over many dams in this country since the New 
York plan for securing lower electric rates was worked out and thi 
vower authority studies were made showing what could be accom 
plished by its application. But the problem has not changed mate 
rially. In the meantime, the country has accumulated a wide range of 
experience demonstrating the validity of this approach. Thus, as 
recently as 1951, former Governor Dewey of New York, in his message 
to the legislature, pointed out that in 1949 the average cost of ele 
tricity to New York residential consumers was vv percent above t} 
national average. He continued : 








The New York cost was 170 percent higher than in the State of Washington ; 
146 percent higher than in Oregon; and 132 percent higher than in Tennessee 


Governor Dewey pointed out further that 


with such high-cost power it is not surprising that the average residential use 
of electricity is far below the national average, 
the consumption being lower in only seven other States. He said: 

Because our plans for low-cost power have been successfully obstructed, Ne 
York's people have been denied many of the benelits of the age of electricity. 

Governor Harriman, Dewey’s successor, in a campaign speech in 
Watertown, N. Y., made it clear that the State’s position has not 
changed so far as the demand for lower electric rates and the means 
of securing them is concerned. 

A glance at a residential rate map of the United States published by 
the Federal Power Commission in its report Typical Residential 
Electric Bills, 1954, shows that high electric rates are characteristic of 
the entire group of Northeastern States. 

The States with the highest residential bills are shown on the map 
in black, those with medium bills in gray, and those with lowest bills 
in white. New York and all the New England States are in solid 
black, while Pennsylvania escapes the black class by just 16 cents per 
month in its average bill for 250 kilowatt-hours of monthly residential 
service. 

Substantially, the same situation prevails for wholesale power sup- 
ply rates to rural electric cooperatives. 

But the solid fact, which cannot be evaded in any decision as to 
the legislation which shall govern the development and marketing 
of Niagar: a power, is that across the Niagara and St. Lawrence Rivers 
in Canada, these same resources are being used by a great public sys- 
tem, distributing through municipally owned electric systems. I have 
already referred to the fact that the low Ontario electric rates were 
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an important factor in the early support for public development on 
this side of the border. 

These glaring rate contrasts still prevail today. They will continue 
to prevail unless the policy governing the development and marketing 
of St. Lawrence and Niagara power by the New York Power Author- 
ity, by fostering public and cooperative competition, leads the private 
power systems on our side of the great boundary resource to put into 
effect the low-rate sales-building programs which distribution cost 
studies have shown to be perfectly feasible. 

Time does not permit extensive comparisons, but a few taken at 
random will suggest the contrasts. The latest figures available for 
both sides of the border are for 1953. 

Homes in Toronto, Ontario, paid an average bill of $4.68 for a use 
of 387 kilowatt-hours per month. Homes in Rochester, N. Y., had 
to pay $4.59 or only 9 cents less, for 100 kilowatt-hours. They actu- 
ally used 170 kilowatt-hours per month and paid an average bill of 
$5.67 for it. If they had used the same amount as their Ontario 
neighbors, they would have paid $8.52 for the service or nearly twice 
as much. 

Homes in Ottawa, Ontario, paid an average bill of $4.03 for a use of 
504 kilowatt-hours per month. In Albany, N. Y., homes paid $6.69 
for half as much. Albany homes would have had to pay $10.50 per 
month for the electricity bought in Ottawa for $4.03, of 214 times 
as much. 

Or compare the bills in Guelph, Ontario, with those in Oswego, 
N.Y. Inthe former, homes bought 343 kilowatt-hours per month for 
an average bill of $3.64. In the latter, homes paid only 20 cents less 
for 100 kilowatt-hours. It would have cost them $7.09 to get the 
electricity which Guelph homes bought for $3.64 or nearly double. 

Hartford, Conn., homes paid more for 100 kilowatt-hours than 
London, Ontario, homes paid for 343. They would have had to pay 
$9 for London average consumption. Similarly, homes in Lancaster, 
Pa., paid nearly a dollar more for 100 kilowatt-hours than Kingston, 
Ontario, homes paid for 382 kilowatt-hours. For a like consump- 
tion, they would have paid $9.82, as compared with $4.08 in Kingston. 

These are sample comparisons which can be multiplied to show what 
homes will be paying on the United States side of the Niagara and St. 
Lawrence power developments, as compared with what they will be 
paying on the other side. 

The time will come when these comparisons will talk louder to the 
people in the Northeastern States than all the propaganda which the 
privately owned power companies are dinning into their ears through 
radio, television, advertising, and other modern public-relations 
techniques. 

Traditional American power policy the answer: The ultimate result 
of a perpetuation of such contrasts between low rates across the border 
and high rates in the United States might well be a strong swing 
toward all-public ownership in the field of electric power. The 
Lehman-Davidson bill, however, assuring the carrying out of the 
original program for use of Niagara and St. Lawrence power to show 
the way to lower rates throughout the region, presents an alternative 
which is entirely in accord with the American tradition. 

The American system of supplying electric service has always been 
a mixed system, including both public and private, and more recently 
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cooperative, ownership of electric utilities. The compe titive influence 
of either actual or potential public ownership on a loca! basis has 
always been present. Thus, as far back as 1882, considered as the birth 
year of central-station electricity, there were already 4 publicly owned 
electric systems and their number increased by 1923 to more than 3,000 
A reading of the record of the Federal Trade Commission investi- 
gation of electric utilities reveals the extent to which the private-powe: 
companies, organized into the Insull-dominated National Electric 
Light Association, were fighting to eliminate this public competition. 
Public-power systems in Jamestown, N. Y.; Cleveland, Ohio: Spring 
field, Ill.; Hannibal, Mo.; Kansas City, Kans.; Rochester, Minn.: 
Los Angeles, Calif.; and Seattle and Tacom: i, Wash.; to mention but 
a few, were already providing rate and service yardsticks before the 
New York Power ‘Authority was created or the TVA started doing 
business. And, across the border in Canada, the Ontario Hydro 
electric System was proving a constant source of embarrassment, 
as well as a spur, to private-power enterprise in the Unite ; States 


As the 1920's developed, however, the power industry had reached 
a point where some State or Federal partic! pation in prov idee W shale 
sale power supply was becoming increasingly necessary if this 10 


percent American combination was to continue as a constructive fore 
in our economy. Public competition was becoming progressively me SS 
effective and, as a result, the dominant trend of electric rates and 
the upward trend of average consumption in the United States was 
falling increasingly behind the corresponding trends in Ontario, 
where a regional wholesale power supply system met the needs « 
local distribution systems. 

Such regional public wholesale power supply became necessary to 
a continuance of the American system of mixed enterprise in the 
power field for two important reasons: (1) Because the power indus- 
try had progressed technologically beyond the point where small, 
isolated generating stations were competitive, and (2), because loc al 
public power was “not in a position to stimulate areawide electrific: 
tion of the Nation’s farms and the profits of rural electrification were 
not sufficient to tempt private enterprise to do the job. 

During the last 20 years provision for regional public wholesale 
power supply has taken a number of different forms and has proved 
highly successful in restoring the effective influence of public and 
cooperative competition in the power field which would otherwise 
have passed rapidly under the domination of the giant private monop- 
oly against which President Theodore Rooseve It warned the country 
some ‘BO years ago. 

The influence of the Tennessee Valley Authority and Bonneville 
Power Administration programs, affording a de spend: able source of 
low-cost power supply, is clearly tr: aceable in the rates —— by 
private companies for residential and farm service as well as for 
wholesale power supply to cooperative rural electric systems. The 
Southwestern and Southeastern Power Administrations also exerted 
a constructive influence, particularly on the wholesale power rates 
to rural electric cooperatives in their region. 

But, in addition to the New York Power Authori itv, a number of 
other States authorized the establishment of authorities or districts 
empowered to develop and market wholesale power supply. These 
include the South Carolina Public Service Authority and the Green- 
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wood County Electric Power Commission in South Carolina; the 
Lower Colorado River Authority and the Brazos River Conservation 
and Reclamation District in Texas; the Grand River Dam Authority 
in Oklahoma; and the Arizona Power Authority in Arizona. This 
brief summary should also include mention of the public power dis- 
tricts established in the State of Washington under the 1930 State 
statute and the generation and transmission cooperatives set up by 
groups of rural electric cooperatives with loans from the Rural Elec- 
trification Administration. It should also include the Nebraska 
Power District which supplies all the power of that State. 

The effectiveness of this modernization of traditional American 
public power competition, in which larger competitive sources of 
wholesale power supply increasingly take the place of local depen- 
dence on isolated plants or private competitors, has been fully dem- 
enstrated. It is most clearly shown in its influence on the rates 
charged by privately owned electric utilities to rural electric coopera- 
tives. In the Niagara-St. Lawrence region, where there has been no 

such competition, wholesale rates range upward from a statewide 
average of 9.4 mills in Pennsylvania to 15.1 mills in Maine. On the 
other hand, rural electric cooperatives are paying private companies 
in South Carolina, Georgia, Alabama, Mississippl, Louisiana, Arkan- 
sas, Oklahoma, and Texas, States in which competitive public 
wholesale power supply has been most effective, rates ranging down 
from 7.5 mills to 5.0 mills, with the average well below 7.0 mills. 

In the New England-New York-Pennsylvania region there are 
more than 200 public and cooperative electric systems which will soon 
be requiring, if the figure has not already been reached, between three 
and four billion kilowatt-hours of elec tricity, representing perhaps 
three-quarters of a million kilowatts of capacity. Their full effec- 
tiveness is handicapped by the high rates which they must pay for 
their purchased power. And by effectiveness I mean, not only their 
ability to serve their own customers and members, but also their 
ability to exert a favorable influence on the rates paid by all small 
users of electricity throughout the region. 

Similar evidence of the effectiveness of providing competitive 
sources of power supply, as an influence tending to bring lower elec- 
iric rates to entire regions, is found in the Feder al Power Commission 
reports on typical residential electric bills. Turning again to the 
Commission’s map, we find that in contrast with the all-black New 
England-New York high-rate area, the all-white, or low-rate States, 
are predominantly those affected by public competition, particularly 
the competitive influence of the TVA and Bonneville Power Adminis- 
tration systems. Average residential bills become higher and higher 
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as the distance from the influence of the TV A system in the Southeast 
and the Bonneville system in the Pacific Northwest increases. 

Senator Kerr. Do you have a copy of that map available‘ 

Mr. Oxps. I have, sir. 

Senator Kerr. I think it would be very helpful to put it in the 
record. I have hesitated to ask you but I don’t think you specified 
in your statement where you are doing it. 

Mr. Oxps. These are the maps showing the rates paid over the 
country, the maps to which I have been referring here. The map of 
the 1954 report of the Federal Power Commission, Mr. Chairman, has 
been revised as to a few figures in New England so I think it would, 
if it is satisfactory to you, be wise to put in the 1953 map which shows 
substantially the same information. 

Senator Kerr. They will be included as a part of the record. 

(The map and information referred to is as follows:) 


TypIcAL RESIDENTIAL ELEctTric BItLs—CITIes or 2,500 PopuLATION AND Mort 
JANUARY 1, 1954 


The Federal Power Commission presents herewith the rates charged for 
residential electric service in cities of 2,500 population and more on January 1, 
1954. 

The trend in representative United States average typical residential bills for 
these cities since 1935 has been as follows: 


United States residential average bills 


25 kilo- | 100 kilo- | 250 kilo- | 500 kilo- 25 kilo- 100 kilo- | 250 k WM) k 











Year watt- | watt- watt- | watt- Year watt watt- watt watt 

hours hours hours hours hours hours hour hours 
1035... ._] $1.72 $4. 67 | $8.91 $13.87 || 1949 $1. 30 $3. 78 $7.01 $10. 22 
1940___ 1.44 4.06 | 7.37 10. 55 1950 1. 30 3. 76 6. 98 10. 11 
1045. .... 1.37 | 3. 89 7.09 | 10.19 ||} 1951- 1. 29 3. 74 6.95 | 10. 02 
1946___ 1. 34 3. 85 7. 04 | 10. 13 1952. 1.30 3. 76 6.97 | 16. 08 
1947____- 1. 29 | 3.75 | 6.9: 10.03 || 1953- 1.33 3.81 7.08 10. 20 
1948____. 1. 29 3.74 | 6. 92 10.08 || 1954. 1.33 3.81 7.10 | 10. 25 

i | | 





As may be noted the United States residential average bills show a con- 
tinuation of the slight upward trend in electric bills evidenced in 1952. In- 
creases between 1948 and 1951 were attributable largely to the operation of 
fuel clauses in the rate schedules. Since 1951 moderate rate increases have been 
general but were offset, in part, in the national averages by rate decreases 
in areas of large populations. 

The average monthly bill for 250 kilowatt-hours of residential electric service, 
representative of the use of electric energy for lighting, various small appliances, 
refrigeration and cooking, for each State as of January 1, 1954, is shown by the 
United States map below. This map shows 15 States with an average bill of more 
than $7.50 for this service and 9 States with an average bill under $6.50. An 
increase in the United States average bill for 250 killowatt hours from $7.08 in 
1953 to $7.10 in 1954 resulted from average rate increases in 20 States and 
average rate reductions in 16 States. Twelve States had no change in this 
average bill. 
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Mr. Oxps. In this age in which the use of electricity particularly 
to homes and fi irms is multiply: ing ata tremendous pace, It 1s essenth al 
to the country’ s future that the w: ay be ke pt open for e lective pub yhae 
or cooperative competition in the field of electric service in all parts 
of the country. And it should be clearly understood that the decision 
of Congress on the proposed Niagara legislation will vitally affect the 
possibilities of such competition in the Northeastern States. 

In a sense, the objective of sound provision for the development and 
marketing of Niagara and St. Lawrence power 1s to bring about a 
change in the outlook of the power companies in the Northeast along 
the lines suggested by an editorial in the Electric World, trade journal 
of the power industry. In its issue of June 25, 1943, the editor urged 
the industry to substitute the concept of competition for the outlook 
of monopoly. He said this is necessary if the opportunity of private 
enterprise in the power business is to be preserved. He continued: 

In a competitive business, there is the same eagerness to secure a fair return 
on invested capital, but the approach is different. Return in competitive business 
comes from expansion of sales—from volume * * *. 

In a competitive business one does not start with a rate that will produce 
a return and struggle to build business at that price. Just the opposite, one sets 
a goal and then finds out what price is necessary to reach that figure. The 
costs are adjusted to make the price bring a return on the estimated volume. 

What is the difference? Just this, that growth under the monopolistic con 
cept is necessarily slower than under the competitive concept. Rates in one case 
are protective of investment, while in the other, they are volume creative * * * 

Utility regulation cannot be depended upon to occomplish this 
change. Its veaheuaan in dealing with what are termed natural 
monopolies is due to its static approach to the fixing of reasonable 
rates. It consists largely in determinations as to whether the profits 
of last year’s limited business are more or less than a fair return on 
some rate base. Where there is no competition, regulation lacks cost 
standards as a basis for rates. In general, it must assume that actual 
costs shown on the books of the companies are reasonable. It cannot 
base rate orders on the important fact that unit costs come down very 
rapidly when a dynamic sales policy brings rapid increase in average 
sales, 

In the long run, therefore, the Lehman-Davidson bill offers the 
greatest assurance of preserving a large and dynamic private enter- 
prise segment of the power industry in the region. For, if enacted, 
it will assure the carrying out of the broad policy for lower electric 
rates to small consumers, which has been approved time and time again 
by the people of New York State, and the result could well bring 
the rates charged by private power companies in the Northeast down 
to levels which would no longer contrast unfavorably with those 

maintained under public ownership just across the Niagara and St. 
Lawrence Rivers in Ontario. To accomplish this, however, the forth- 
coming legislation must be proof against tremendous pressures to 
bring about ultimate private owership of the development, or to 
secure the bulk of the low-cost power for large industries at the site, 
or to commit the marketing of the power largely to privately owned 
power companies with little assurance of low-cost power supply to 
meet the needs of an expanding public or cooperative segment of the 
industry if the privately owned systems fail to cooperate in bringing 
much lower electric rates. 
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Against this background of the people’s interest in further develop- 
ment of the Niagara hydrolectric resource, the Lehman- Davidson bill 
makes sound provision for this great undertaking. It is the only one 
of the proposed bills which is ‘completely in harmony with the ex- 
pressed power policy of the State of New York and of the American 
people as a whole, as embodied in the Power Authority Act and 
many acts of Congress. New York State policy and Federal policy 
— essentially identical. 

. 1823 provides unequivocally for public development and market- 
ing of Niagara power, with no loopholes which would encourage 
privately owned power companies to secure a license for the deve lop- 
ment through amendment of the New York Power Authority Act to 
limit its operations to the St. Lawrence project. None of the other 
bills before Congress safeguard public development of this mighty 
public power resource, 

S. 1823 provides definite and enforceable safeguards for the ex- 
pressed right of small consumers, especially homes and farms, to use 
of the low-cost power from this project to place them in the same 
strategic position to bargain for low electric rates as large industries 
already enjoy. It does this by requiring, as a condition of the Federal 
Power Cominission license, that in the ‘disposition of the power the 
power authority give preference to public and cooperative electric 
systems and that such preference extend to the disposition of power in 
other States to which the authority is authorized to make a portion 
of it available. In negotiations with the Federal Power Commission 
in the years 1941-46, the power authority recognized this as a desir- 
able implementation of the requirement of its act that, as a means of 
securing the lowest possible rates for small consumers, a reasonable 
share of the power be made available to municipalities or other politi- 
cal subdivisions of the State now or hereafter authorized to distribute 
electricity. None of the other bills before Congress contain such 
— safeguards. 

. 1823 thus strengthens the power authority’s bargaining power in 
dealing with privately owned power systems which could otherwise 
dominate the power markets in which Niagara power would be dis- 
tributed. It thus assures effective public and cooperative competi*ion 
which has proved so useful elsewhere in bringing electric rates down 
to truly promotional levels. Only by assuring such a marketing policy 

can the objective of rates based on the low costs of high average use 
of electricity be attained. None of the other bills before Congress 
assure such a marketing policy, including a definite mandate to con- 
struct or acquire the transmission lines necessary to make it effective. 

Enactment of S. 1823 would make possible consummation of the 
objectives of a generation of effort to use the great hydroelectric re- 
sources, Which represent the United States share of the power avail- 
able in the Niagara and St. Lawrence Rivers, to put the entire power 
business of the region on a sound, low-rate large-use basis. 

With 1954 sales of electricity totaling approximately $700 million in 
New York State and over $2 billion in the entire potential market area, 
the mere passing on of savings from this low-cost power supply would 
have no appreciable effect on the electric bills of the region. 

But, if the plan for developing and marketing the power from this 
basin, established by the Power Authority Act, is implemented by 
enactment of the Lehman-Davidson bill, the ultimate savings in the 








ww = 








NIAGARA RIVER POWER PROJECT 09 





electric bills of homes and farms in the region will total hundreds of 
millions of dollars, with like savings to small commercial users. Bet 
ter still, small consumers of electricity in the region will be able to 
take full advantage of the electrical age by doubling, tripling, and 
quadrupling their present use of electricity without equivalent 
increases in their electric bills. 

It is my view that the public interest requires prompt action by 
Congress to authorize the development of Niagara by enactment of 
S. 1823. 

Senator Kerr. Thank you very much, Mr. Olds, for a very able 
and comprehensive and enlightening statement. 

The next witness is Mr. Mariano A. Lucca, editor of the Buffalo 
Beacon. 


STATEMENT OF MARIANO A. LUCCA, EDITOR, BUFFALO BEACON 


Mr. Lucca. I am here today representing nearly 50,000 voters of 
the 40th Congressional District of New York, who voted for me as the 
Democratic candidate for Congress last November, and who are 
against private development of the Niagara River and also against 
giving away the natural resources that belong to the peop le to 5 pri 

vate companies in a tailor-made bill for that purpose. Many of you, 
of course, know that the Niagara power development program is in 
that district. 

Many representations have been made to both the Senate and House 
committees by the Republican incumbent of the 40th District, that 
he has been elected and reelected on the issue as to whether the Niagara 
project should be constructed by Government or private enterprise. 
It is just to the contrary, the present Republican Representative to the 
House talked the usual “harum-scarum” bunk that the Republicans 
used in every congressional district campaign in 1952-54 that the 
Republican Party was the party of peace and that the Democratic 
Party was a party of war. In 1952, they were screaming that they 
would end the Korean war, and in 1954 we can keep you out of war. 

As a matter of record, or if I may quote my ideal of a great states- 
man and humanitarian, former Gov. Alfred E. Smith, “Let’s look at 
the record.” Before your committee at its last hearing, former Gov. 
Thomas E. Dewey minced no words as to what he thought politic ally 
of the Republican incumbent of the 40th Congressional District and 
other New York State Republicans elected to office on a Republican 
platform and then ran out on it. Mr. Dewey attacked the advocates 
of private development of the Niagara River power as chameleons 
who run on party platform based on State laws, and then run away 
and abandon it to advocate something directly opposite. Mr. Dewey 
also stated that this giveaway was violating the laws of the State of 
New York and that in or out of office if the Congress would enact into 
law the C apehart-Miller-Dondero bill, that he would carry the action 
into the Supreme Court. Notwithstanding all this open opposition 
to the private power bill, when Mr. Dewey came into the 40th Con- 
gressional District last October to campaign for the Republican ticket, 
nothing was said about the issue of private versus public development 
of the Niagara and both the former Governor and the Republican in- 
cumbent of the 40th € ongressional District were going around arm in 
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arm politicking on every other issue but the Niagara power develop- 
ment. 

I am herewith submitting a copy of the Buffalo Beacon dated Octo- 
ber 13, 1954, in which I called upon Mr. Dewey to keep his pledge to 
the people of New York to stop the giveaway of the Niagara re- 
sources to the five private companies at its source. That source was 
the repudiation of Representative Miller’s candidacy for reelection, 
who was the proponent of the private power development bill. Mr. 
Dewey maintained his silence and joined Mr. Miller in his campaign. 

Still Mr. Miller with all this factual data wants the Members of 
Congress to believe that the people of the 40th Congressional District 
are for private development and his election and reelection in a top- 
sided strong Republican congressional district is a vote of confidence 
for his redevelopment bill. 

The people of the Niagara frontier want the immediate develop- 
ment of the resources of the Niagara River, so that new industry can 
come into the area and cheaper power can be had for the thousands 
of users in that area. The redevelopment on the Canadian side is pro- 
gressing very rapidly and all that we have been doing for the last 
several years is conducting hearings. The State law itself does not 
permit a giveaway of this low-cost power development to the five 
rivate companies. We cannot attain a quick redevelopment of the 
Niagara power if the laws of New York State are violated by a give- 
away to the five companies because it has been testified before your 
committee that if it were done it would be taken into the courts by 
the State where it would take at least 5 years before any settlement 
can be made as to whether the action was legal or not. 

Every New York State Governor with the exception of 1 has, for 
the past 50 years, had as part of his program the public ownership and 
development of the resources of the Niagara River, which belongs to 
the people of New York State and legislature after legislature has 
affirmed it. The one exception was former Gov. Nathan L. Miller 
and whose opposition to the program caused him to suffer a crushing 
defeat at the polls after only 2 years in office by Gov. Alfred E. Smith. 

At the last congressional hearing one of the new Members of the 
House of Representatives in questioning Senator Lehman asked how 
he could reconcile himself to the fact and face his family if he were to 
vote for public development of the Niagara River, which he felt was 
an act of socialism. If it is socialism to be opposed to the monopolis- 
tic seizure of the people’s resources, then I am glad that I am allied 
with such eminent socialists as Theodore Roosevelt, Charles Evans 
Hughes, Alfred E. Smith, Franklin Delano Roosevelt, Herbert H. 
Lehman, Thomas E. Dewey, and Averell Harriman, great governors 
of the State of New York, who have and are still upholding the right 
of public development of the Niagara resources and are not giving 
away public domain. 

At the House Public Works Committee hearing on June 10, 1955, I 
testified favoring the Buckley bill because I believe that a compromise 
must be made, but the compromise is within the public redevelopment 
and I am sure that the preference clause, which is in the Lehman- 
Davidson bill, can be worked out to the fullest satisfaction and pro- 
tection of all concerned. In this manner we will be in a position to 
give to the people of the Niagara frontier and State of New York the 
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additional power which is needed for new industry and for a reduction 
n cost to the hundreds of thousands of users in that area. I strongly 
urge defeat of the Capehart giveaway bill now pending before the 
senate. 

I am very grateful for this opportunity to appear and thus keep 
the pledge I made to the electors of the 40th Congressional District 
that “in or out of office I would fight for the progress that was part 
of my platform,” one of the main planks being the public develo) 
ment of the resources of the Niagara River. 

Senator Kerr. Thank you, sir. 

The copy of the Buffalo Beacon may be filed and kept with the 
record of the committee. 

Senator Case. Mr. Chairman, I would like to insert in the recor 
S. 2599 of the 88d Congress and Senate Report No. 2501. 

(The matter referred to is as follows :) 


{S. 2599, 83d Cong., 1st Sess 
A BILL To authorize the construction of certain works ot provement the Niag 
River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United Stat 
of America in Congress assembled, That pursuant to the provisions of the res 
ervation of the Senate of the United States of America and Canada Concerning 
Uses of the Waters of the Niagara River signed February 27, 1950 (Executive 
N, Eighty-first Congress, second session) that provides that no project for re 
development of the United States share of such waters for power purposes sha 
he undertaken until it be specifically authorized by Act of Congress, any such 
project for the redevelopment of the United States share of such waters may be 
undertaken if authorized in accordance with existing general laws of the United 
States relating to the authorization of such projects, and such authorization 
shall constitute compliance with the above reservation. 


Ce See 


{S. Rept. 2501, 83d Cong., 2d Sess.] 
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The Committee on Public Works, to whom was referred the bill (S. 2599) to 
authorize the construction of certain works of improvement in the Niagara Rives 
for power and other purposes, having considered the same, report favorably 
thereon, with amendments, and recommend that the bill as amended do pass 

The amendments are for the purpose of clarifying the language relating to 
the treaty between the United States and Canada, and are indicated in the bill 
as reported by linetype and italics. 


PURPOSE 


The purpose of this bill is to permit authorization for the development of 
hydroelectric power on the Niagara River at Niagara Falls, N. Y., by utilization 
of the United States share of the water provided by the 1950 treaty between 
the United States and Canada, such authorization to be in accordance with the 
existing laws of the United States, and to constitute compliance with the reserva- 
tion placed in the treaty. 


NATURE OF MAJORITY REPORT 


This report is nominally a majority report in support of the bill which a ma 
jority of the committee voted to report to the Senate. Some of the members who 
voted to report the bill did so either solely or primarily for the purpose of bring 
ing the bill before the Senate for such action as it may choose to take. These 
members have reserved the right to express their separate views on this legis 
lation. This majority report, therefore, represents the views of those members 
who recommend passage of the bill but it does not include the opinions of those 
members who voted to report the bill with a reservation of the right to express 
their separate views. 
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The Committee on Public Works held hearings on S. 2599, and other bills 
relating to development of hydroelectric power at Niagara Falls, on July 23, 1953, 
March 10, 11, 16, 29, and 31, April 14 and 29, and May 3, 1954. At these hearings 
testimony was received from Senators, Members of the House of Representatives, 
the Governor of the State of New York, the chairman of the New York State 
Power Authority, and representatives of farm, labor, public power, and rural 
electric cooperative groups. A brief digest of the bills before the committee 
is as follows: 

THE CAPEHART-MARTIN BILI 


H. R. 4351, the companion bill to S. GS9 (Capehart-Martin), declares the policy 
of Congress to preserve the scenic beauty of Niagara Falls, to further national 
security, and to assure development of low-cost electric power under the private 
enterprise system. 

The Capehart-Martin bill authorizes and directs the Federal Power Commis- 
sion to issue a license for power development of Niagara River to any United 
States citizen or corporation, with preference to be given to the applicant most 
able to proceed promply. The licensee must give preference to Department of 
Defense for supplying power for national security, and must pay for remedial 
works to preserve the scenic beauty of the falls. The license would be subject to 
all other provisions of the Federal Power Act. The Federal Power Commission 
would make arrangements, if necessary, to apportion power equitably among 
States within economic transmission distance. 


THE IVES BILL 


S. 1971, introduced by Senator Ives, declares the policy of Congress to promote 
interstate and foreign commerce and national defense, and to provide for the 
preservation of the scenic beauty and public development and beneficial public 
use of undeveloped waterpower of Niagara Falls and River. 

The Ives bill authorizes and directs the Federal Power Commission to issue 
a license to the New York State Power Authority for power development on the 
Niagara River. 

The licensee must pay for remedial works to preserve the scenic beauty of the 
falls. The license is to include all provisions of the Federal Power Act and, in 
addition, shall require equitable distribution of power for the benefit of the 
people as a whole, particularly domestic and rural consumers, through any 
agency, corporation, or association, public or private, engaged in power distribu- 
tion, all to be consistent with the Power Authority Act of New York State and 
to permit a fair share of power for other States within economic-transmission 
distance. 

THE CASE BILL 


S. 2599, introduced by Senator Case, provides that any project for powet 
development on the Niagara River may be undertaken if authorized in accordance 
with existing general laws of the United States, and that such authorization shall 
constitute compliance with the reservation in the treaty with Canada which re- 
quires specific authorization by act of Congress for such power development. 
This language is interpreted to mean that the Federal Power Commission could 
grant a license the same as for any navigable stream within the United States. 
Under the Federal Power law, preference in granting a license must be given to 
public bodies. 

THE LEHMAN-ROOSEVELT BILL 


S. 2966, introduced by Senator Lehman, cites the purpose of the act to preserve 
the scenic beauty of the falls, to aid national defense, and to insure the most 
beneficial public use of the Niagara River waters for power, navigation, flood 
control, and other purposes. The bill declares the policy of Congress for direct 
governmental responsibility and cooperation in the Niagara River development, 
for construction and operation of power development by public agencies, and for 
distribution of power as widely as possible and at the lowest possible cost to the 
consumer according to established principles. The bill authorizes construction 
of remedial works to preserve the scenic beauty of the falls directly by a United 
States agency. 

The Lehman bill authorizes the designated public agency of New York State 
to develop power at Niagara under the Federal Power Commission license subject 
to the following conditions: 
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1. No part of the Niagara waters shall be diverted or sold, leased, or alienated 
to any person or private company; nor shall power facilities be sold, leased 
or alienated. 

2. Full recognition shall be given to national security needs 

3. In disposal of power, preference shall be given to public and nonprofit 
agencies, and to the Department of Defense and other defense agencies; and 
arrangements shall be flexible with withdrawal provisions so that said preference 
agencies May secure reasonable share of power. 

4. Transmission facilities shall be built to make power available to preference 
agencies. 

5h. Power shall be distributed primarily for the benefit of the people, particu 
larly domestic and rural consumers, at the lowest possible cost and to encourage 
the widest possible use. 

6. If power is sold for resale, provisions shall be made to set resale rates to 
pass savings on to consumer and for promotional purposes, Contracts shall 
not exceed 20 years. 

7. Provisions shall be made to make available reasonable share of power to 
neighboring States. 

8. If and when the northeastern power pool is created by Congress or by 
interstate compact, Niagara power shall be coordinated with that pool. 


DETAILS OF THE PROJECT 


Location.—The Niagara River is about 36 miles long, extending between Lake 
Erie and Lake Ontario. Niagara Falls is about 22 miles below Buffalo and 
Lake Erie. 

Description.—The river, draining four of the Great Lakes, has a large and 
fairly uniform flow. For 22 miles below Buffalo the river drops 10 feet to the 
head of the cascades. The cascades drop about 60 feet in 1 mile, where they 
are divided into two channels by Goat Island and lead to the American and 
Horseshoe Falls before plunging 160 feet into the Maid-of-the-Mist Pool. The 
river then flows northward in a narrow gorge between vertical cliffs 300 feet 
high, and falling about 100 feet in 6 miles. 

Existing power development.—The first large-scale hydroelectric power devel 
opment in the Uited States was undertaken at Niagara over 50 years ago. The 
present development consists of the following plants: 


istalled late enm. 
Plant Installed I t n 
capacity pleted 
American side: Kilowatts 
Schoellkopf a's 465, O00 1903-24 
ae eer j SO, OOK 1895-1904 
Total 445. OOK 
Canadian side: 
Rankine - £0. O00 1902 
Toronto 108. 000 
Ontario 128. 000 
Sir Adam Beck No. 1___- 373 000 1930 
Total bunk 609. 000 


Treaty of 1950.—The United States and Canada ratified the Boundary Waters 
Treaty of 1909, which permitted permanent diversion of water for power pur 
poses from the Niagara River above the falls, 20,000 cubic feet per second to 
the United States and 36,000 cubie feet per second to Canada. The two Govern- 
ments negotiated and ratified a treaty in 1950 governing the uses of water for 
power purposes. That treaty provides that no diversions for power shall be 
made which will reduce the flow over the falls to less than 100,000 cubic feet 
per second each day between the hours of 8 a. m. and 10 p. m., from April 1 
to September 15, and between 8 a. m. and 8 p. m., from September 16 to Oct er 31, 
or to less than 50,000 cubie feet per second at any other time. The waier for 
power purposes is to be divided equally between the two Governments. Under 
this treaty the diversions for power purposes would be from 44,000 to 210,000 
cubic feet per second depending on the river flow, the time of year, and the 
time of day. 
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The 1950 treaty contained a reservation: “The United States on its part ex- 
pressly reserves the right to provide by act of Congress, for development, and 
for the public use and benefit, of the United States share of the waters of the 
Niagara River made available by the provisions of the treaty, and no project 
for redevelopment of the United States share of such waters shall be undertaken 
until it be specifically authorized by act of Congress.” 

Because of this reservation, Congress must pass legislation before a private 
power company, State, or individual can be issued a license or permit by the 
Federal Power Commission to construct and develop a power project for use 
of the waters made available to the United States under the terms of the 
treaty. 

Remedial works—The treaty of 1950 provides for completing the remedial 
works which are necessary to enhance the beauty of the falls. These works 
would consist of construction of a submerged weir upstream from the head of 
Goat Island to raise the level of the Grass Island Pool and to redistribute the 
water so as to produce an unbroken crestline of the falls, to cover the flanks of 
the Horseshoe Falls, and increase the flow over the American Falls. This work 
is now under construction as a Federal project. 

Plan of development.—The Corps of Engineers and the Federal Power Com- 
mission have been engaged in studies of plans to develop the additional power 
at Niagara. Furtherance of these studies was authorized by resolution dated 
June 5, 1951, of the Senate Committee on Public Works. The proposed develop- 
ments are: 

(1) An intake structure for diversion in the vicinity of Conners Island, about 
2.8 miles above the falls, from which water would be carried through conduits 
for a distance of about 5 miles to a powerplant below the falls at Lewiston, 
having an installed capacity of about 1,350,000 kilowatts. The power head would 
be about 314 feet. 

(2) A pump-storage plant at the top of the Niagara escarpment 0.8 mile 
east of Lewiston, where water would be pumped during the night hours to a 
reservoir with surface area of 850 acres and a storage capacity of 22,000 acre- 
feet, to be used for generating electric power during the high-load hours of the 
day. The installed capacity would be 130,000 kilowatts. 

(3) The recapture of the discharge from the Schoellkopf plant below the 
falls, to be carried through a tunnel about 3 miles to the Lewiston plant, where 
an installation of about 120,000 kilowatts would operate on a head of a little 
less than 100 feet. 

The entire average annual energy output from the three installations (1,600,000 
kilowatts) would be approximately 8.4 billion kilowatt-hours. 

Estimated cost.—Based on preliminary studies the estimated cost of the pro- 
posed project was approximately $337,470,000 in 1951, using closed conduits for 
conducting the water from Conners Island to Lewiston. The use of open canals 
for carrying the water would be about $69 million cheaper. Annual costs would 
be approximately $20 million, and the economic ratio is about 4 to 1. The 
cost of constructing the remedial works is rather small, probably not exceeding 
$17,500,000. 

Canadian development.—An additional development is now under construction 
on the Canadian side, known as Sir Adam Beck No. 2, with an installation of 
1,200,000 kilowatts. The first generators should go on the line in 1954. These 
facilities will utilize more than the Canadian share of the water. Under the 
terms of article VIII of the treaty of 1950 it is provided that “Until such time 
as there are facilities in the territory of one party to use its full share of the 
diversion of water for power purposes agreed upon in this Treaty, the other 
party may use the portion of that share for the use of which facilities are not 
available.” 

The three Canadian plants immediately below the falls are old and obsolescent 
and are no longer operating efficiently. After completion of the plants on the 
American side, these plants will be retired, or used for standby or for voltage- 
regulation purposes. : 

Benefits._—The electric power that can be produced at Niagara Falls is urgently 
needed in the northeastern United States, and this power can be produced at a 
cost far below the cost of generation by any other means, probably at less cost 
than any other power in the United States—about 2 mills per kilowatt-hour. 
It is estimated that by 1960 there would be a demand in the Niagara area alone 


of 1,500,000 kilowatts, and an additional need for 1,600,000 kilowatts in Ohio 
and Pennsylvania. 
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GENERAL STATEMENT 
The witnesses expressed their views with regard to the various bills be ‘ 


the committee. Practically all of them agreed that there is urgent need for 
early development of additional power at Niagara Falls, to prevent the waste of 


water now going over the falls and to completely utilize the portion of such 
water allocated to the United States by the treaty 

The committee is fully aware of the economic feasibility and the desirability 
of developing the full power potential of the Niagara River. There is no con 


ersy as to the most desirable plan of development. Plans have been developed 
for the proposed project by cooperation among the Bureau of Power of the Fed 
eral Power Commission, the Corps of Engineers, the New York State Powe 
Authority, and the Niagara Mohawk Power Corp., which owns and operates the 


existing hydroelectric development on the American side of the Niagara River 
Clarification of certain points in connection with the project, or modifications 
considered necessary, may be determined by the Federal Power Commission in 
their studies and analyses of the applications for a license 

The committee has given extensive consideration to the four bills before it 
and to the testimony and arguments advanced in favor of each \ vote was 
taken on each bill in succession. Each of the four bills failed to receive a 


majority vote. This lack of approval for any of the four proposals would have 
continued the existing Federal prohibition against the project for a further 
period of time. In the face of the evidence that this presently wasted water 
power is badly needed in the area, some of the members expressed the view that 
the Senate should be afforded the opportunity to act on the matter in one way or 


another. Subsequently, the Case bill, S. 2599, was reconsidered and received a 
majority vote to report the bill to the Senate with some members reserving the 
right to explain their vote and their separate views on the bill 

The members of the committee who support this bill feel that it provides the 


only method of development which is fully consistent with the Federal policy 
relating to the development of waterpower in navigable waters as set forth in 
the Federal Power Act. 

The Federal Power Act which was approved in 1920 effectuates the policy of 
Congress providing for the development, transmission, and utilization of power, 
and the fostering of other beneficial public uses on streams subject to Federal 
jurisdiction, upon lands of the United States, and at Government dams, by pri 
vate and public agencies acting under licenses issued by the Federal Power Com 
mission for terms limited to 50 years and upon conditions which protect every 
public interest in the water resources involved. Licenses so issued are predi 
cated upon the fundamental premise that the projects are best adapted to plans 
for comprehensive river-basin development for all public purposes. The legisla- 
tive history of the 1920 act reflects a congressional purpose to regularize and 
facilitate Federal permission for non-Federal water resources development 
through an administrative licensing system which would also safeguard the 
public interest and make possible ultimate public ownership. 

Section 7 (a) of the Federal Power Act provides that, in issuing preliminary 
permits or licenses, the Commission shall give preference to applications there- 
for by States and municipalities, provided the plans for the same are deemed 
by the Commission equaliy well adapted, or shall within a reasonable time to 
be fixed by the Commission be made equally well adapted, to conserve and utilize 
in the public interest the water resources of the region. 

Pursuant to licenses issued under that act, hundreds of waterpower projects 
have been successfully developed throughout the Nation, both by private and 
public agencies. By this qualified delegation of authority to the Commission, 
Congress has been relieved of the burdensome detail of examining and passing 
upon highly technical proposals, and waterpower development has been allowed 
to proceed in an orderly fashion with full protection of the public interest. This 
Federal power policy has functioned successfully for the past 34 vears. 

We note that many municipalities and State agencies have developed water 
power projects under this licensing system. Among the larger of them are the 
cities of Tacoma and Seattle, Wash.; the Box Canyon project of the Public 
Utility District No. 1 of Pend Oreille County, Wash.; the Rock Island project 
of the Public Utility District No. 1 of Chelan County, Wash.; Grand River Dam 
Authority, Oklahoma; South Carolina Public Service Authority; and the Loup 
River Public Public District, Central Nebraska Public Power and _ Irrigation 
District, and Platte Valley Public Power and Irrigation District, all in Nebraska. 


We are unable to support the bill H. R. 4351, which would permit development 


65993—55——6 








i6 NIAGARA RIVER POWER PROJECT 


by private companies, because it would constitute a departure from long-estab- 
lished policy by running directly counter to the public preference provision of 
the act, since it is established without question that the State of New York 
wishes to develop the project. 

We also feel that the bills S. 1971 and S. 2966 do not provide a logical answer 
to the problem in that they, too, constitute a departure from the Federal Power 
Act by attaching conditions which are inconsistent with established policy. We 
think that any necessary conditions sheuld be attached to a license after care- 
ful study by the competent technical staff of the Federal Power Commission. 

We favor the bill S. 2599, because we think the only logical course is to return 
this project to the jurisdiction of the Federal Power Commission under the 
Federal Power Act. The international aspects of the project have been settled 
in the treaty of 1950. There is no reason for it to be treated any differently 
from projects on any navigable streams within the United States. Whatever 
the reason may have been for imposing the reservation in the treaty which has 
prevented development under the Federal Power Act, we believe that no justi- 
fication for continuing that reservation exists today. We conclude that the 
State of New York should be afforded the same opportunity under the Federal 
Power Act which was available to the States of Oklahoma, South Carolina, and 
Nebraska when their State power agencies undertook waterpower developments 
on streams under Federal jurisdiction. 

The State of New York has asserted its interest in the use and development 
of the waters of the Niagara River in legislation contained in the Power Au- 
thority Act. Pertinent portions of that legislation read as follows: 

“SecTion. 1001. DECLARATION OF PoLIcy.—Those parts of the Niagara and 
Saint Lawrence rivers within the boundaries of the State of New York are hereby 
declared to be natural resources of the state for the use and development of com- 
merce and navigation in the interest of the people of this state and the United 
States. In order to provide for the most beneficial use of these natural resources 
for the creation and development of hydroelectric power in the interest of the 
people of this state, and to preserve and enhance the scenic beauty of the Niagara 
Falls and river, such natural resources, including the beds and waters of the said 
rivers as instrumentalities of commerce and navigation, and the beds, waters, 
power and power sites in, upon or adjacent to or within the watersheds of the 
said rivers owned or controlled by the people of the state, or which may hereafter 
be recovered by or come within their ownership, possession and control, shall 
always remain inalienable to, and ownership, possession and control thereof 
shall always be vested in, the people of the state. 

“Section 1002. POWER AUTHORITY OF THE STATE OF NEW YorK.—For the pur- 
pose of effectuating the policy declared in section one thousand one of this chapter 
and of improving the Niagara and Saint Lawrence rivers as instrumentalities of 
commerce and navigation and developing the hydroelectric power resources 
thereof, there is hereby created a corporate municipal instrumentality of the state 
to be known as “Power Authority of the State of New York,” hereinafter in this 
title referred to as “the authority,” which shall be a body corporate and politic, 
a political subdivision of the state, exercising governmental and public powers, 
perpetual in duration, capable of suing and being sued, and having a seal, and 
which shall have the powers and duties hereinafter enumerated, together with 
such others as may hereafter be conferred upon it by law. 

“Tt shall report annually to the governor and the legislature upon its operations 
and transactions.” 

We also call attention to the following comments of Mr. Robert Moses, chair- 
man, Power Authority of the State of New York, contained in a letter dated 
March 138, 1954, which is printed in full in the hearings: 

“This is the first time so far as we know that Congress has ever interfered with 
or obstructed the operation of the Federal and State laws on licensing power 
development where no direct Federal project is involved. 

“The Congress would not now be debating this question at all if the Senate, in 
ratifying the 1950 Niagara Treaty with Canada, had not attached a reservation 
requiring congressional authorization of plans to redevelop the river “for the 
public use and benefit.” This requirement manifestly includes scenic and park 
preservation. It has been seized upon to take the basie licensing power away 
from the Federal Power Commission and to improve conditions on the licensing 
by the Commission as to Niagara Falls never intended by the international 
treaty and contrary to present Federal and State law. 

“Under the Federal Power Act the Federal Power Commission in all cases must 
give a preference to State and public agencies as against private companies in 
cranting licenses, unless it can be proven that the private plans will better con- 
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serve and utilize the water resources in the public interest At Niags 
gineering plans of the parties are identical. Conservation and beneficial 
tion of this great State-owned natural resource cannot and will not best be 
moted by exploitation for private profit 

“Under present Federal law, the Federal Power Commission may grant licenses 
only to those who are qualified under appropriate State law to develop the power 
facilities. In the case of the Niagara and St. Lawrence our State law specifically 
provides that development of these facilities shal! be reserved to the State and the 
State power authority and shall be inalienable. Tnalienable means that they shall 
not be delivered to private utility companies. The intent is that the State power 
authority only shall be considered a proper applicant for licenses from the Fed 
eral Power Commission.” 

An amendment was proposed and rejected by a majority vote of the com 
mittee which would require that sales of power by the licensee from this project 
be made in accordance with the preference clause of section 5 of the I 
Control Act of 1944. The particular portion of section 5 referred to 
as follows: “Preference in the sale of such power and energy shall be 
to public bodies and cooperatives.” This was enacted to apply to power sold 


from dams constructed and operated by the Federal Government in the exercise 
of its control over navigable waters. Similarly, the Federal Power Act provides 
that preference be given to public bodies in the granting of licenses for develop 
ing hydroelectric power in navigable waters. 

Neither of these laws contemplkated any dictation as to the subsequent dispo 
sition of the power either after it was purchased from Government dams o1 
developed under license by such public bodies. The omission of any such 
control seems to have been based upon the premise that public bodies organized 
as nonprofit agencies to perform a public purpose could be entrusted with the 
responsibility of conducting their operations in the best public interest Such 
public bodies are required by their own charters or State laws to charge fair 
and nondiscriminatory rates. To require public bodies to give preference to 
other public bodies could result in discrimination against the selling agency 
and its individual customers. The demands of neighboring public bodies could 
reach such a volume that the selling agency would have insufficient power for 
a normal growth in demand of the individual domestic residents, farmers, and 
industries located in its own marketing area. Such a result would be contrary 
to the statutory purposes of the public body. 

The testimony at the hearings brought out the fact that about 95 percent 
of the consumers of electric energy in New York State are now served by 
privately owned utilities and that the rural areas are almost completely served 
by those utilities. If the Federal preference clause should be imposed upon 
the State power authority. it would be required to give preference to the pub- 
lic agencies serving only 5 percent of the consumers in the State and to the 
much greater number of public agencies in adjoining States. This could 
easily result in denying the 95 percent of the New York consumers now served 
by private utilities a fair and equitable share of Niagara power. We think 
this would be unjust and discriminatory. We believe that New York Stete in 
its Power Authority Act has provided for equitable distribution of the henetits 
from Niagara power for all classes of consumers. Excerpts from that act 
relating to this subject are as follows: 

“* * * that in the development of hydroelectric power therefrom such projects 
(‘Niagara and St. Lawrence) shall be considered primarily as for the benefit of 
the people of the State as a whole and particularly the domestic and rural 
consumers to whom the power can economically be made available and accord 
ingly that sale to and use by industry shall be a secondary purpose, to be 
utilized principally to secure a sufficiently high load factor and revenue returns 
to permit domestic and rural use at the lowest possible rate and in such manner 
as to encourage increased domestic and rural use of electricity. In furtherance 
of this policy and to secure a wider distribution of such power and use of the 
greatest value to the general public of the State, the authority shall in addition 
to other methods which it may find advantageous make provision so that 
municipalities and other political subdivisions of the State now or here:fter 
authorized by law to engage in the distribution of electric power may secure 
a reasonable share of the power generated by such projects, and shali sell 
the same or cause the same to be sold to such municipalities and political sub 
divisions at prices representing cost of generation, plus capital and operating 
charges, plus a fair cost of transmission, all as determined by the trustees, 
and subject to conditions which shall assure the resale of such power to domestic 


and rural consumers at the lowest possible price; provided, however, that in 
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disposing of hydroelectric power pursuant to and in furtherance of the afore- 
mentioned policy and purposes, appropriate provision may also be made to 
allocate a reasonable share of project power to agencies created or designated 
by other States and authorized to resell the power to users under the same terms 
and conditions as power is disposed of in New York State.” 

The Federal Government has given financial assistance by loans and grants 
and has issued licenses for waterpower developments to numerous State, munici- 
pal, and cooperative public power agencies in the past, such as those in Oklahoma, 
Nebraska, and South Carolina, It has not imposed any public preference require- 
ments upon these p ‘lic power agencies which are chartered and dedicated to the 
marketing of power in the best public interest. The imposing of such preference 
requirements might result in making the projects uneconomical to such an extent 
that it might be impossible for the public agencies to make satisfactory financing 
arrangements for constructing the projects. 

With respect to the sale of power from Government-owned dams, it is noted 
that most all such sales are on a wholesale basis. With very few exceptions tue 
Federal Government does not sell any power to individual customers. It is uner- 
stood that these few exceptions apply mainly to very large industrial users whose 
detuand would usually be beyond the capacity of the facilities of the local dis- 
tributing agencies. For that reason practically all consumers except the very 
largest of industrial customers are served directly by the local public distribut- 
ing agency which is a preference agency. This situation exists with respect to 
the Government-owned powerplants in the Tennessee Valley, the Columbia Val- 
ley, and other seattered locations throughout the Nation. If it should be good 
policy to require public preference agencies operating their own licensed projects 
to give preference to other public agencies, then such a policy should be applied 
to all marketing of power from existing Federal dams. If such a policy should 
be imposed upon all existing Federal power projects it appears that this would 
result in utter chaos in the management of the distribution activities of the hun- 
dreds of local public agencies which are now selling Government power on a fair 
and equitable basis to domestic, farm, and industrial customers. The committee 
has not heard any direct testimony or request from any of these loca! public 
distributing agencies in support of such a drastic change in policy. It appears 
very doubtful that these local public marketing agencies operate under the State 
or local laws which require them to conduct their operations in the best public 
interest. The committee feels that it would be wholly inconsistent and discrim- 
inatory to impose such conditions in this bill. It has therefore rejected the 
proposed amendment. 

The reports of Federal agencies on 8. 2599 are printed below. The Bureau of 
the Budget and the Federal Power Commission are favorable to the bill, and the 


Department of State and the Department of the Army do not object to its 
enactment. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
April 6, 1954. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: This will acknowledge your letter of August 4, 
1953, inviting the Bureau of the Budget to comment on S. 2599, to authorize the 
construction of certain works of improvement in the Niagara River for power and 
other purposes. 

S 2599 would permit the development of the resources of the Niagara River in 
accordance With existing general laws of the United States; i. e., under a license 
granted by the Federal Power Commission. The bill further provides that this 
procedure shall satisfy the reservation imposed by the Senate when it consented 
to the treaty between the United States and Canada governing the use of the 
waters of the Niagara River. 

The Bureau of the Budget, in a letter dated June 24, 1953, commented on two 
other bills relating to the development of the Niagara River. In that letter we 
also said: “Since the relative merits of the differing proposals for such a large 
development are necessarily complex, it is the view of this Office that a complete 
analysis is essential and can best be accomplished by removing the existing bar- 
rier to the consideration by the Federal Power Commission under the Federal 
Power Act of proposals for redevelopment. Accordingly, the Bureau of the 
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Budget would recommend that the committee approve, in lien of S. GSO, S. 1S 
and 8S. 1971, legislation permitting the Federal Power Commission to so proceed.’ 
Enactment of 8S. 2599 would be consistent with this view 
In reaffirming this recommendation, the Bureau of the Budget, of course, does 
not intend in any way to judge whether the recent decision of the Supreme Court 
may have a bearing upon the licensing of projects under the Federal Power Act 
Sincerely yours, 


RowtLanp Hucues, Deputy Director 


FEDERAL POWER COMMISSION 
Washington 25, April 12, 1954 
Hon. EpwArD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

DEAR MR. CHAIRMAN: In response to your request there are enclosed three 
copies of the report of the Federal Power Commission on the bill S. 2500, S8d 
Congress, to authorize the construction of certain works of improvement in the 
Niagara River for power and other purposes. 

We have just been advised that there is no objection by the Bureau of the 
Budget to the presentation of this report to the Committee on Public Works. 

Sincerely yours, 
JEROME K. KUYKENDALL, Chairman, 


FEDERAL PoWER COMMISSION REPORT ON S. 2599, S3p Coneress, a Brit To 
AUTHORIZE THE CONSTRUCTION OF CERTAIN WORKS OF IMPROVEMENT IN THI 
NIAGARA RIVER FOR POWER AND OTHER PURPOSES 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The Niagara 
Treaty under which this redevelopment may be undertaken was ratified on Aug 
ust 9, 1950 (1 U. S. T. 694). Canada immediate!y started work to utilize the 
additional diversion permitted on the Canadian side and will complete her power 
facilities before power facilities can be constructed on the United States side. 
Canada, therefore, may use temporarily part of the diversion authorized for the 
United States. 

It is expected that generating capacity of 1,695,000 kilowatts can be installed 
on the United States side with an average annual output of approximately 11.6 
billion kilowatt-hours. By comparison, the ultimate installed capacity of the 
Boulder project is 1,327,500 kilowatts with an average annual output of 5.3 billion 
kilowatt-hours. At Grand Coulee the ultimate capacity is 1,944,000 kilowatts 
with an average annual output of 12.5 billion kilowatt-hours. And on the St. 
Lawrence there will be about 940,000 kilowatts on the United States side with an 
average annual output of 6.3 billion kilowatt-hours. It is neither good business 
nor in the public interest to continue to waste the waterpower resources at 
Niagara Falls. 

The bill provides that redevelopment may be undertaken if authorized in 
accordance with existing general laws of the United States relating to the author- 
ization of such projects. The Federal Power Act is a general law relating to 
water-resources development and utilization for the production of hydroelectric 
power and other purposes pursuant to licenses issued by the Federal Power Com- 
mission. Therefore, under this provision of the bill the Commission would be 
authorized to issue a license authorizing the redevelopment under the terms and 
conditions of the Federal Power Act to citizens of the United States or to any 
association of such citizens, or to any corporation organized under the laws of 
the United States or any State thereof, or to any State or municipality. 

The bill, therefore, would be consistent with the general policy of complete 
analysis and fullest development which has been in effect since the enactment of 
the Federal Water Power Act in 1920 in the utilization of waterpower resources 
by non-Federal agencies and would provide for consideration of all of the factors 
which should be considered under the Federal Power Act, including consideration, 
pursuant to section 7 (b) of the act, of the question whether the redevelopment 
should be undertaken by the United States itself. 
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Accordingly, the Commission recommends early enactment of legislation which 
will provide for full use of these waterpower resources and, if non-Federal develop- 
ment is to be permitted, the Commission recommends enactment of S. 2599. 


FEDERAL POWER COMMISSION, 
By JEROME K. KUYKENDALL, 
Chairman. 


DEPARTMENT OF STATE, 
Washington, April 8, 1954. 
Hon. EpwARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

My Dear SENATOR MARTIN: Reference is made to your letter dated August 4, 
1953, and the reply of this Department dated August 7, 1953, concerning your 
desire to receive the suggestion of this Department regarding S. 2599, to authorize 
the construction of certain works of improvement in the Niagara River for power 
and other purposes. 

As a matter of form, it is suggested that in lines 6 and 7 of the bill, the words 
“(Executive N, 8ist Cong., 2d sess.)”, be stricken out and there be substituted 
therefor the official citation for this treaty, namely, “(TIAS 2130; 1 U.S. 'T. 694).” 

There is no objection to the enactment of this legislation so far as the interests 
of the Department of State are concerned. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
THURSTON B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 9, 1954. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Public Works. 


Dear Mr. CHAIRMAN: Reference is made to your request for a report on S. 2599, 
83d Congress, a bill to authorize the construction of certain works of improve- 
ment in the Niagara River for power and other purposes. 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to permit power redevelopment at Niagara Falls to be under- 
taken if authorized in accordance with existing general laws of the United States 
relating to such projects. The bill provides that such authorization would con- 
constitute compliance with the reservation of the Senate in ratifying the treaty 
between the United States and Canada concerning the uses of the waters of the 
Niagara River; this reservation states that no project for redevelopment of the 
United States share of the waters of the Niagara River for power purposes shall 
be undertaken until it be specifically authorized by act of Congress. 

As stated in reports to your committee on bills S. 698, S. 1851, and S. 1971, 
the Department of the Army does favor the early accomplishment of a project to 
develop the United States share of the diversion of water for power at Niagara 
Falls. Whether the project should be authorized specifically, as provided in those 
three bills, or whether the work should be authorized in accordance with existing 
general laws, as would be permitted if S. 2599 were enacted, concerns a policy 
matter to be decided by the President and the Congress and with respect to 
which the Department of the Army would prefer to withhold comment. 

With reference to line 4 of the bill, it appears that certain language has been 
inadvertently omitted and that after the word “States” the language “in ratify- 
ing the treaty between the United States” should have been inserted. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


. 


Rosert T. STEVENS, 
Secretary of the Army. 
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ADDITIONAL COMMENTS OF MR. Busu, Mr. Beat, aNp Mr. Urron 


The undersigned desire to make clear that we have voted to report the Case 
bill, S. 2599, to the Senate for the purpose of facilitating consideration of the 
different proposals for developing power at Niagara Falls. Prior to our last vote 
on 8S. 2599, the committee voted on all four Niagara bills under consideration. 
Each bill failed to receive a majority vote. Impelled by the testimony that fur 
ther power development at Niagara is urgently needed, we believe that the Mem 
bers of the Senate should have the opportunity to take action on the various 
proposals. If any one bill is reported to the Senate by the committee, any Mem 
ber would have the right to offer an amendment to substitute any other bill or 
to otherwise modify the bill reported. If the bill is reported, the Senate would 
be precluded from consideration of the matter except by the more difficult process 
of seeking discharge of the committee. 

We do not agree with the method of development which would probably result 
from the enactment of S. 2599, the Case bill. We favor the enactment of the Cape 
hart-Martin-Miller bill, H. R. 4351, and our further views thereon are contained 
in the minority report in support of the latter bill. 

Prescott BusH. 
J. GLENN BEALL. 
Rosert W. Upron. 


SUPPLEMENTARY VIEWS ON S. 2599 ny MR. MARTIN, Mr. BUSH. Mr 
AND Mr. UpTon 


We are unable to concur in the purposes of the Case bill, S. 2599, which 
would result in earmarking this power development for an inexperienced State 
power agency in an area which has been served efficiently and satisfactorily by 
publicly regulated, privately owned power companies ever since the beginning 
of the electric power industry. 

We favor and recommend passage of H. R. 4351, the Capehart-Martin-Miller 
bill, which would permit continued and further development of waterpower 


at Niagara by the privately owned utilities which are serving this area so well. 
We support this bill for the same reasons which the proponents of the recently 
approved Coosa River private development bill advanced in support of further 
development of that river by a privately owned utility. 

-art of the waterpower on the Coosa River is now being developed by the 
Alabama Power Co. The bill recently passed by Congress (H. R. 8923, Pub- 
lic Law 486) authorized the same company to undertake additional waterpower 
development on that stream. Members of the congressional delegation from 
the State of Alabama supported that bill with the argument that power develop- 
ment in the area was entirely undertaken by private enterprise and that here 
was no public development in existence on the river. Although this area is on 
the southern fringe of the federally owned TVA development and although the 
Federal Government also owns and operates the Allatoona Dam on the Etowah 
River which is one of the tributaries forming the Coosa River, we neverthe- 
less are willing to accept the premise that it is primarily a private enterprise 
area. 

We feel this is a close parallel to the Niagara situation. The only develop- 
ment of waterpower now in operation on the American side of the Niagara River 
is owned and operated by private enterprise. It has been so owned and oper- 
ated for more than 50 years. In the entire State of New York from 95 to 98 
percent of electric power customers are served by privately owned utilities. We 
believe that this is surely as much of a private enterprise area as is the Coosa 
River area in Alabama. We believe that the publicly regulated, privately owned 
utility which was enterprising enough to undertaken development of waterpow- 
er on the Niagara River more than 50 years ago and which has operated efficient- 
ly and successfully ever since has the right to the utmost consideration in any 
further expansion of waterpower development at the same location. 

The New York State Power Authority was organized a number of years ago 
primarily for the purpose of developing power on the St. Lawrence River. We 
understand that it was not authorized to develop power on the Niagara River 
until 1951. We also understand that it has never actually undertaken any power 
generation or other power activities until recently when it acquired a surplus 
transmission line from the Federal Government. We do not believe that such 
an organization is qualified for the prompt development of waterpower. We 
think that it would be a most unfortunate act of discrimination to hand over the 
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waterpower potential to such an inexperienced agency when we have a well- 
qualified and experienced privately owned utility now on the site and fully 
prepared to produce urgently needed power at reasonable cost and on fair and 
nondiscriminatory terms. The privately owned utilities have been ready and 
willing to expand their development at Niagara for a number of years. Had it 
not been for the fact that the right to develop this vast power potential has been 
arbitrarily withheld by the Federal Government, these companies could have 
obtained a Federal Power Commission license many years ago and the additional 
power would have been available to meet the expanding needs of the area. 
Power rates in the area would have been lowered because of this large block 
of low-cost power coming info the integrated systems of the State and the 
economic growth of the area would have been greatly stimulated. 

Justifications usually advanced for public power projects are not present in 
this instance. The project proposed is substantially and primarily a power 
project designed in such a manner in connection with the remedial works as to 
properly preserve the scenic beauty of the falls. 

Pursuant to the provisions of this bill an application for the necessary license 
would be made by a group of five New York State electric companies, acting as 
an entity. These companies now serve over 90 percent of the area and people 
of the State of New York. 

The power pool made available by the interconnected and coordinated facilities 
of the five-company group is further interconnected with the facilities of other 
electric utility companies in New York and neighboring States. Evidence sub- 
mitted to the committee indicated that these facilities would insure efficient 
utilization of the power generated by the project. 

The committee heard considerable evidence as to the nature of regulation of 
electric companies in the State of New York and of hydroelectric power compa- 
nies licensed by the Federal Power Commission. We believe that existing control 
of electric utilities by State and Federal regulation renders invalid the conten- 
tion that development by private enterprise would be detrimental to the public 
interest. The Public Service Commission of the State of New York regulates 
rates upon a cost-of-service basis and operating savings are thereby passed on to 
the cousumer. Further, pursuant to the Federal Power Act, the Federal Power 
Commission requires that earnings in excess of a fair return upon investment 
be applied to reduce the cost to the Government should it elect to recapture the 
project upon the expiration of the license. The Federal Power Commission also 
regulates wholesale interstate power rates. 

The Capehart-Martin-Miller bill, H. R. 4351, does not foreclose future owner- 
ship and operation by a State power agency or the Federal Government, and the 
public interest is protected by section 3a, which permits an agency of the Federal 
or State Government to take over the project after March 2, 1971, upon not less 
than 2 years’ written notice and payment to the licensee of its net investment. 
The amount of the net investment shall be deermined by the Federal Power 
Commission after hearings. 

Also, the bill protects the rights of the people in nearby States by providing 
that the power be distributed equitably among States within economic transmis- 
sion distance under supervision of the Federal Power Commission. 

In issuing a license under H. R. 4351 the Federal Power Commission is required 
to give preference to the applicant most able to commence actual construction of 
the project. The provision that the work should be undertaken and completed 
at the earliest possible date was generally supported by all witnesses. 

Niagara River furnishes the greatest concentration of hydroelectric power 
potential in the United States. The site characteristics are exceptionally favor- 
able for the development of the power because of large dependable flow and a 
potential head of over 300 feet. Existing power demand will absorb all the power 
as rapidly as it can be developed. At present this great natural resource is 
being wasted, insofar as authority for additional power diversion has not been 
made available. Therefore, this major power redevelopment should be con- 
structed as soon as practicable to provide much-needed additional power for the 
northeastern region of the United States. 

We call attention to the fact that the Capehart-Martin-Miller bill, H. R. 4351, 
was passed in the House of Representatives on July 9, 1953, by an overwhelming 
vote of 262 to 120. Furthermore, the record shows that the vote of Representa- 
tives from the State of New York on this bill was 32 in favor and 9 against. We 
submit that these elected Representatives of the people of the State of New York 
who are closest to the opinions of the people of that State have shown conclu- 
sively that by far a majority of those people are in favor of the private-enterprise 
development. 
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We believe that development of this great power potential has been impeded by 
Federal restrictions too long. It is time to cast off these impediments and open 
the way for development under the private enterprise system which has given 
our country the greatest economic strength and highest standard of living exist 
ing in the world today. 

Epwarp MArTIN 
Prescorr BusxH 
J. GLENN Beat 
Rosert W. Upron 


MINORITY VIEWS OF MR. MorsSE, MR. CHAVEZ, AND MR. GORE ON 3S. 2509 


We, the undersigned members of the Senate Public Works Committee, voted 
against a favorable report on S. 2599, the Case bill for redevelopment of Niagara 
Falls, because we are convinced that the unique Niagara Falls hydroelectric 
resource should be utilized under the long-established congressional power policy 
to assure lower electric bills to consumers throughout the Northeast. 

If traditional Federal power policies were applied, Niagara power develop- 
ment would enable homes and farms to use more electricity and industry to 
modernize and expand. Both mean rising standards of living and full employ- 
ment in an expanding economy. 


THE COMMITT¥FE’S CHOICES 


The committee had before it four bills. Before Niagara can be developed 
legislative action is necessary because of the reservation which the Senate 
attached to its ratification of the Niagara Water Treaty, retaining the jurisdic- 
tion of Congress over the development of this resource. 

The Capehart-Dondero bill in effect directs the Federal Power Commission 
to issue a license for the redevelopment to five private companies, headed by the 
Niagara Mohawk Power Corp. Congress would thus be repealing, in a special 
case and for the benefit of specified corporate interests, the license-priority provi- 
sion for States and public bodies which has been in the Federal Power Act since 
it became law in 1920. This would indeed be special legislation involving discrim- 
ination against other corporations coming under the act. Such disposition would 
also conflict directly with and contravene New York State law, which claims Ni- 
agara hydroelectric power as a public resource to be publicly devolped. <A give 
away to private monopoly as provided in the Capehart-Dondero bill would also 
violate the platform pledges of both major political parties and conflict with the 
publicly expressed positions taken by every New York Governor and every United 
States President for over 30 years. 

The Lehman-Roosevelt bill (S. 2966) would carry out the intention of the 
Senate reservation by affirming the fundamental principles of Federal power 
policy and by authorizing development of the power by a public agency of New 
York State, provided this agency agrees to accept standard consumer safeguard 
obligations. They include the usual preference rights of public and cooperative 
distribution systems to obtain power supply from the Niagara works and the 
construction of transmission lines as needed to make preference an operating 
reality. These safeguards are especially essential to make effective the yard- 
stick influence of this power development on high electric rates throughout the 
region. We voted for the Lehman-Roosevelt bill. 

The Ives bill (S. 1971) was voted down unanimously by the committee. It 
did not provide a real alternative to the other measures before it. 

The Case bill (S. 2599), favorably reported by the majority, would simply 
remove the protection which the Senate sought to throw around this great 
resource by the reservation in the Niagara Water Treaty. At best, it would 
permit the State power authority to develop the power for the private utility 
companies. At worst, it could open the door to direct private development. In 
either case, the effectiveness of the development as a means of lowering electric 
bills for the average consumer would be completely negated. 

We voted for adding to the Case bill the traditional language for public body 
and nonprofit preference. This issue was debated at some length in committee. 
A preference clause amendment will be offered on the Senate floor, if the Roose- 
velt-Lehman bill is not substituted for the committee bill. 

In the form reported, the Case bill merely provides that the Federal Power 
Commission shall determine the licensee for the Niagara power project. Under 
the Federal Power Act, States and public bodies have priority for such licenses 
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if the competing plans submitted are comparable. The private power company 
plan and that projected by the New York State Power Authority are the same. 
It is to be expected that if the New York State Power Authority files for a license, 
it would be the licensee. 

To enact either the Capehart-Dondero bill or the Case bill would be to nullify 
the Senate’s action in connection with its ratification of the treaty. It would 
be a blow at the hopes of farmers, wage earners, and consumers throughout the 
region. 

CONGRESS MUST DECIDE 


The final action of Congress in this matter will determine to what extent the 
people will profit from one of the greatest waterpower opportunities in the 
world, capable of providing at least 1,250,000 kilowatts of additional capacity 
and producing nearly 8 billion kilowatt-hours of less than 2-mill electricity if 
publicly financed. 


COMMITTEE MISSED OPPORTUNITY TO RECOMMEND NORTHEAST POWER YARDSTICK 


By its action on the alternative bills before it, the committee could have 
grasped an exceptional opportunity to establish a rate yardstick program. Such 
a program would topple the high electric rates which consumers are now re- 
quired to pay throughout the greater part of the Northeastern States. 


WE OPPOSE GIVING AWAY NIAGARA POWER TO PRIVATE UTILITIES 


We are opposed to turning the benefits from this mighty public waterpower 
into the coffers of privately owned power companies in the form of profits, 
either directly through the Capehart-Dondero bill (S. 689, H. R. 4351, which 
passed the House), or indirectly through the Case bill (S. 2599). The Case 
bill is not acceptable because it does not require, as a condition of the Federal 
Power Commission license, marketing of the power with a preference to public 
and cooperative electric systems throughout the region, and other standard con- 
sumer safeguards including the obligation to build public transmission lines 
where necessary. 

In resolving this issue the Senate is dealing with more than a mere choice 
between theories. We will be dealing with the question of whether Farmer 
Jones, member of one of the New York rural electric cooperatives, can afford 
to operate a modern electric hay drier, or whether his cooperative can continue 
to expand its business and so remain solvent. We will be dealing with the 
question of whether Housewife Donovan can afford to add an automatic washer, 
an air-conditioner, and electric ironer to the convenience and efficiency of her 
household management. We will be dealing with the question of whether Manu- 
facturer Craig can undertake to modernize his plant to meet competition when 
this will involve a considerable increase in his use of electricity. 


HIGH-COST POWER PROBLEM IN NORTHEAST 


Today the State of New York, and more generally the entire northeastern 
region, has no great public source of power supply upon which public and 
cooperative electric systems .have first call. In other words, consumers in the 
Niagara-St. Lawrence market area have never had the advantages of an electric 
rate yardstick program. The Governor of New York frankly described the 
results in his 1951 message to the legislature. Referring to the fact that other 
regions had their TVA’s and Bonnevilles and Grand Coulees, he said: 

“The average cost of electricity to New York residential consumers during 1949 
was 22 percent above.the national average. The New York cost was 170 percent 
higher than the State of Washington; 146 percent higher than in Oregon; and 
132 percent higher than in Tennessee.” 

Governor Dewey pointed out further that “with such high costs it is not 
surprising that the average residential use of electricity in New York State is 
far below the national average.” He said that residential use of electricity is 
lower in only seven other States and that “New York’s people have been denied 
many of the benefits of the age of electricity.” 

Since that message, the State of New York has received a Federal Power 
Commission license for development of the other great waterpower resource 
which this country shares with Canada in the outflow of the Great Lakes-St. 
Lawrence Basin, in the International Rapids section of the St. Lawrence River. 
But the State administration has vigorously rejected the preference or yard- 
stick principle for marketing the power which alone offers hope of correcting 








NIAGARA RIVER POWER PROJECT 










































, the pitiable situation which Governor Dewey so eloquently pictures for New 
e York. His language applies with equal force to the entire Northeast 
, It may be argued that the language of the New York Power Authority Act 
y is broad enough to provide a preference to domestic and rural consumers, or the 
1 instrumentalities which serve them, in connection with the sale of Niagara 
2 power. This presumption is based on the language of the act which reads: 
“And that in the development of hydroelectric power therefrom such projects 
(St. Lawrence and Niagara) shall be considered primarily as for the benefit of the 
people of the State as a whole and particularly the domestic and rural consumers 
> to whom the power can economically be made available, and accordingly that 
, sale to and use by industry shall be a secondary purpose, to be utilized principally 
y to secure a sufficiently high load factor and revenue returns to permit domestic 
f and rural use at the lowest possible rates and in such manner as to encourage 
increased domestic and rural use of electricity.” 
PRIVATE UTILITIES WILL GET POWER UNDER CASE BILI 
’ While this language seems to indicate that a preference will be given to 
domestic and rural consumers, such will not be the case. Governor Dewey in 





his testimony before the Senate Public Works Committee indicated that power 
would be sold to existing private utilities in New York State in order that they 
might serve their customers. Under the Case bill, Niagara’s low-cost power 
would go directly to the same private utilities which are now charging rates 
that make power in the Northeast higher than in any other region of the country. 
Low-cost power would merely be fed into the high-rate private utility systems 
without the introduction of any competitive factor to lower rates. 

The Niagara project would utilize flowing water of a stream which is pecu- 
liarly within the jurisdiction of the Federal Government. The river forms our 
international boundary with Canada. Its use for hydroelectric development is 
the subject of treaty. Niagara Falls is a national property and the rushing 
water to turn the turbines of this project are the commonly owned health of the 
people of the United States. 














CONGRESS HAS RESPONSIBILITY 






Clearly Congress has the responsibility for seeing that the Niagara resource is 
used as a means of reducing the excessive electric rates which people in the 
Northeast must now pay. Enactment of the Case bill, as reported by the 
majority, would not measure up to this responsibility. 












GIVING AWAY THE PUBLIC’S POWER 









The bill would do no more than turn over the Niagara project to the New 
York State Power Authority which will deliver it at cost to the private utilties 
already entrenched in the area. 

Waterpower is a valuable property. The Niagara site is specially endowed 
with swift-flowing water to produce electric power. That power-producing 
potential is a valuable economic asset belonging to the people, the taxpayers of 
the United States. Yet that asset would be given away to the private utilities 
for no more than the cost of generation without compensation for the value of 
the people’s resource which makes the power. 

The power would be delivered at bus bar—the point of generation—without 
adequate safeguards for its use and distribution. It will be disposed of to the 
private utilities to use in the manner most profitable to them without adequate 
control over rates so that the people of the Northeast and the Nation may derive 
the maximum benefit from their own water resource. 

The experience of the last generation has proved conclusively that the prefer- 
ence principle, under which municipal and cooperative rural electric systems 
are assured low-cost power supply, provides the most effective means of securing 
reductions of rates throughout a region. [For this reason we favor enactment of 
the Lehman-Roosevelt bill which, while giving New York State the opportunity 
to develop Niagara power, also prevents a breach in the policy established by 50 
years of congressional enactments governing water-resource development. 




















COMPETITION NEEDED IN NORTHEAST 






With the greatest population density of any region in the country, there is no 
reason, except private-monopoly control of the electric-utility business, why the 
Northeast should not enjoy electric rates as low as any in the United States. 
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This would not require any significant change in the portion of the business 
handled by private power companies. All that is needed is the stimulus of public 
or cooperative competition with an assured adequate low-cost power supply. 
Given this, the companies will outdo themselves in lowering rates and pushing 
sales. 

CONSUMER EXPERIENCE IN PUBLIC-POWER AREAS 


Experience of private power companies adjacent to the Tennessee Valley Au- 
thority demonstrates this and further shows that the results are beneficial to 
the private-utility stockholders as well. From 1937 to 1952, while the earnings 
available to the common stockholders of the larger privately owned power com- 
panies in the United States were doubling, the earnings for stockholders of the 
five major companies contiguous to TVA increased fivefold. 

A corresponding study of trends in monthly bills for 100-kilowatt-hour-a-month 
homes in the series of zones extending out from TVA shows that between 1952 
and 1952 the average bill for this service in the zone immediately adjacent to the 
TVA area decreased 35 percent. This zone is largely served by the companies 
whose stockholder earnings increased fivefold. 

In contrast, corresponding residential bills in the next two zones, including 
portions of Pennsylvania and New York adjacent to the Niagara resource, de- 
creased only 24 percent, while those in the farther zone, which includes portions 
of New York and New England within transmission distance of the St. Lawrence 
project, decreased only 16 percent. The figures are for cities with population 
of 50,000 or over. 

In the TVA area bills for this service started at $5.26 and fell to $2.50. In the 
zone adjacent to TVA they started at $4.97 and fell to $3.24. But in the more 
remote New York-New England zone they started lower than in the Tennessee 
Valley, or at $4.90, but are still $4.20. 

Federal Power Commission statistics provide ample basis for the conclusion 
that development and marketing of Niagara and St. Lawrence power, in accord- 
ance with the principles affirmed and reaffirmed by power legislation passed by 
Congress, would bring high electric rates down and so stimulate expansion in the 
average use of electricity throughout the Northeast. 

Some idea of the extent to which there is room for such expansion is found 
in the fact that, whereas the average New York City home used only about 1,200 
kilowatt-hours of electricity in 1952, low-rate areas like the Pacific Northwest 
and the Tennessee Valley reported home-use averaging 7,077 kilowatt-hours in 
Tacoma, Wash., 5,328 kilowatt-hours in Portland, Oreg., and 6,397 kilowatt- 
hours in Chattanooga, Tenn. It may come as a shock to New Yorkers, who are 
apt to consider themselves modern and up to date, to realize that, at least so far 
as use of electricity and electric appliances is concerned, they are far behind 
the housewives of Washington, Oregon, and Tennessee. 


PREFERENCE TO PUBLIC BODIES STIMULATES PRIVATE ENTERPRISE 


Electrical Merchandising, trade journal of the appliance industry, shows 
that this enlarged average use of electricity means more electric appliances 
sold per thousand homes—more electric refrigerators, ranges, deep freezes, 
automatic washers, ironers, vacuum cleaners, air conditioning units, radios, tele- 
vision sets, etc. Thus, the preference to municipal and rural cooperative electric 
systems, which the Lehman-Roosevelt bill applies to the marketing of Niagara 
power, has proved effective not only in raising standards of living but also 
in improving employment in the electric equipment industries. 


MUNICIPAL AND COOPERATIVES IN NEW YORK STATE 


The Northeast is dotted with municipal and rural electric cooperative systems, 
which only need access to low-cost power supply to show the way to lower rates. 
In New York State alone there are 48 such community-owned systems serving 
nearly 100,000 customers, or a population of more than 400,000. If we include 
New England and Pennsylvania in the market area of the combined Niagara and 
St. Lawrence developments, we find that there are 144 public and cooperative 
systems serving a total of 400,000 electric customers in communities which to- 
gether represent over a million people. 

These community systems, preference customers under established Federal 
power policy, which the Lehman-Roosevelt bill would confirm as such in rela- 
tion to Niagara power, are today paying more than 12 mills on the average for 
their purchased power supply as compared with about half that cost for similar 
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community systems in many States where the influence of Federal power poli 
is felt. 

We favor the Lehman-Roosevelt bill because it will have the effect of bring 
ing down power supply costs for these public and cooperative yardstick systems 
This will mean lower rates for all consumers throughout the region. A reduc 
tion of 20 percent, a conservative estimate of the results which would flow from 
the Lehman-Roosevelt bill, would mean an annual saving of a third of a billion 
dollars in the region’s annual electric bill. 

The Lehman-Roosevelt bill provides for preference and transmission lines to 
serve public bodies as needed. 

These substantial rate reductions will not be stimulated by turning over 
Niagara’s power output to the private utilities. 

At the minimum, a preference, provision should be added to the Case bill 
to add some element of utility competition in the area to be served by Niagara 
power so that the rate reduction benefits of public body competition can be 
realized. 
PUBLIC POWER ON CANADIAN SIDI 


In facing the issue realistically we must recognize that both Niagara and 
St. Lawrence power will be generated, transmitted, and distributed on the 
Canadian side of the river on a public-ownership basis. This may become in 
creasingly a factor in competition for expansion of business and population. 
All classes of electric service are available at lower rates in Canada. Asa result, 
average consumption of electricity in Ontario is more than double that on our 
side of the border. 

To cite a single comparison, in 1950 the average home in Toronto bought 3,888 
kilowatt-hours of electric service and paid less for it than the average Rochester, 
N. Y., home had to pay for the slim 1,252 kilowatt-hours which it was able to 
afford. Such comparisons can be multiplied. 

Shifting to industrial power rates, a manufacturer with a demand of 1,000 
kilowatts and a monthly use of 400,000 kilowatt-hours of energy must pay a power 
bill 82 percent higher in Rochester, N. Y., than he would have to pay for the 
same service in Toronto. 


LOW-COST POWER IMPORTANT TO EXPANDING ECONOMY 


A series of economic studies has emphasized the importance of low-priced 
electric power to the expansion of modern industry which will be required to 
maintain our expanding population with continued improvement in standards of 
living. Testimony on these studies was given before the committee. 

In terms of the industrial situation in the Niagara-St. Lawrence market region, 
reports of the Council of Economic Advisers, the Federal Reserve Bank of Boston, 
and a leading industrial research and engineering firm were cited in testimony as 
to the effect of high rates in handicapping the expansion of the region’s industry 
and the desirability of reducing power costs as a means to modernization, expan 
sion, and higher living standards. In terms of the broader national interest, 
attention was called to the vast quantities of low-cost electric energy which the 
President’s Materials Policy Commission found would be required to support the 
America of the future. 

Thus, in determining how Niagara power shall be developed, Congress has a 
great responsibility, involving many aspects of the general welfare interpreted 
in the most practical terms of daily bread and the additional comforts which 
we have come to associate with the American way of life. 


ARGUMENTS OF CASE 





BILL AND CAPEHART-DONDERO 





BILI EXAMINED 





SUPPORTERS 





Before summing up our position on the proposed legislation, we must deal 
briefly with two arguments constantly reiterated by those who favor the Case bill 
or the Capehart-Dondero bill. 


Federal jurisdiction and national interest 

The first of these arguments contends that our proposal to require an agency 
of the State of New York to observe Federal power policy in marketing Niagara 
power would constitute an unwarranted invasion of the field of State responsi- 
bility. This contention is wholly without merit. In fact, the very requirement 
of the Federal Power Act that the development of these resources be under 
Federal license, subject to a wide range of conditions laid down in the act, indi- 
cates the extent to which Congress has recognized the national interest in the 
use of such waterpower resources. 
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But, in connection with the future of Niagara Falls, the contention has an 
even more hollow ring. For here we are dealing with a resource which is 
national in every sense of the word. We are dealing with one of the world’s 
greatest scenic spectacles. We are dealing with the resources of a great inter- 
state and international watershed. In fact, it is due to the unparalleled inter- 
state and international storage reservoirs, which we call the Great Lakes, that 
Niagara and St. Lawrence are such outstanding sources of low-cost electricity. 

Lakes Superior, Michigan, Huron, Erie, and Ontario are essential to the 
great waterpower resources of the Niagara and St. Lawrence Rivers just as 
such manmade storuge reservoirs as Lake Meade behind Boulder Dam on the 
Colorado, Norris Lake behind Norris Dam in the Tennessee Valley, and Roosevelt 
Lake behind Grand Coulee Dam in the Columbia Basin are required in order 
to make possible maximum power development at the downstream sites in those 
basins as well as at the dams. The only difference is that the reservoirs of the 
Great Lakes-St. Lawrence Basin are provided by nature without costs for dams 
or flowage rights and are part of the national heritage. The Niagara power 
project, as well as that on the St. Lawrence, will develop the regulated outflow 
of the Great Lakes. 

Congress would, therefore, be derelict in its duty to the people of the entire 
region and to the Nation as a whole if it turned the use of this international 
resource over to a single State without establishing the rules under which the 
God-given blessing shall be enjoyed as widely as possible. Our duty to provide 
such rules is doubly clear because the present New York State administration 
has served notice that, if left to its own devices, it will turn over the power to 
private companies, at the generating station without the public-protecting pref- 
erence provision which has brought lower electric rates in other parts of the 
United States. 

The “taxpaying private utility” fallacy 

The second of these arguments contends that the Niagara resource should be 
turned over to the Niagara Mohawk Power Corp. and its team of tax gatherers. 
In the language of their witness, Niagara power, if privately developed, would 
produce 23 million in local, State, and Federal taxes, while public development 
would provide only token payments in lieu of State and local taxes. A little 
analysis shows how penny-wise, pound-foolish this argument is. 

The fact is that every cent of taxes paid by these private utility companies 
would be collected from consumers of the power, whether farmers or home- 
owners, or manufacturers, through their monthly electric bills. The $23 million 
would therefore, mean $18.40 a year added to the cost of each kilowatt of capacity, 
or 2.92 mills added to the price which must be charged for each kilowatt-hour 
which it produces. 

This argument is obviously a case of the public being asked to bite off its 
nose to spite its face, because doubling the rates at which the power must be 
sold would greatly reduce the promotional effect of this power on expansion of 
the regional economy. Experience in both the TVA and Bonneville Power Ad- 
ministration areas has demonstrated how low-cost power increases a region’s 
contribution to the Public Treasury vastly more than would ever be accom- 
plished by so-called taxpaying utilities if the same power resources are turned 
over to them for development. The argument boils down to nothing more than 
this: In order to enable the Niagara Mohawk Power Corp., and its partners to 
serve as gatherers of taxes—taxes paid by consumers—to be turned over to local, 
State, and Federal Governments, the people are asked to forego the inevitable 
expansion of industry and business, increased regional prosperity, and the in- 
creased revenue of more widespread, less burdensome taxes. 

Tar argument shown specious 

The tax argument is a particularly specious one to be used by the private power 
companies in light of their record in connection with the accelerated tax amorti- 
zation program. This program permits companies to enjoy material reductions 
in their Federal income taxes over 5-year certificate periods. In effect, this pro- 
vides them with interest-free capital, which they can: pay back in small amounts 
over the full life of the projects for which quick amortization certificates are 
issued. 

A decision of the Federal Power Commission (Opinion No. 264, issued Decem- 
ber 4, 1953) has permitted the private power company stockholders, rather than 
the consumers, to receive the benefits of these certificates. The Commission de- 
clared in the aforementioned decision, however, that the accelerated tax-amorti- 
zation program “has the precise effect of a grant by our Government to a cer- 
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tificate holder of an interest-free loan Rarlie a congressiona 0 { 
described the accelerated tax-amortiaztion program as “the biggest bonanza tha 
ever came down the Government pike.’ 

At joint hearings held on May 14 and 15, 1953, by the Senate and Hous 
Public Works Committees on the subject of Niagara Falls power redevelopment 
legislation, officials of the companies which seek to build the Niagara project 
did not indicate, in response to questions from Congressman Koosevelt, whethet 


or not they would seek tax-amortization certificates for the Niagara project 
However, it is of interest that to date 4 of the 5 mpanies seeking to build 
the Niagara project (Central Hudson Gas & Electric Corp., Consolidated Edison 
Co., of New York. Inc., New York State Electric & Gas Corp., and Niagara 
Mohawk Power Corp.) have applied for tax-amortization certificates for facilities 
estimated to cost $334,.104,531, of which $116,852.26S has been certified for acce 

erated depreciation. These companies, therefore, have already received what in 


effect amounts to tremendous interest-free loans 


rHE WAY TO LOWER ELECTRI ES 

Finally, to summarize our position, we believe that the public developune 
power, including, the implementation of our national power poli i rjex 
an element of coinpetition into what is essentially a monopolist heiad We be 
lieve that only through the establishment of preferences for domestic and rural 
consumers through electric cooperatives, municipalities, and public agencies, can 
we establish a vardstick or measure by which the real costs of production and 
distribution may be set. We believe that, unless these groups of prefe 
customers are given not only an opportunity to purchase cheap hydroelectric 
power but a chance to get it from load centers adjacent to their a 
sumers throughout the region will be denied the great benefits in the ay 
lower electric rates and increased use of electricity which would otherw tlow 


from the production of low-cost hydropower. 
Cheap power, made possible by preference and public body transmission, has 
provided a great impetus to private enterprise. Opponents of public power have 


sought to make the public believe that preferences and public transmission tines 
are creeping socialism. These policies in action are, in fact, among the most 


valuable aliies of free, competitive enterprise. 

On these grounds the undersigned members of the committee oppose enact 
ment of either the Case bill (S. 2599), as recommended by the majority, or the 
Capehart-Dondero bill (H. R. 4851, S. 689), as passed by the House 

We favor, in lieu thereof, enacement of the Lehman-Roosevelt bill (S. 2966) 
At the least, we recommend amending the Case bill to include the traditional 
preference provisions. 

DENNIS CHAVEZ 
ALBERT GORI 
WAYNE Mors! 


Senator Kerr. Will you come around, Mr. Luse ? 


STATEMENT OF R. P. LUSE, OHIO RURAL ELECTRIC COOPERATIVE, 
ACCOMPANIED BY WILLIAM STUCKEY, MANAGER OF OHIO REA 


Mr. Lusr. Mr. Chairman, my name is R. P. Luse. [I am manager 
of the Hancock-Wood Electric Cooperative, Inc., North Baltimore, 
Ohio, and Niagara coordinator of the Ohio Rural Electric Coopera- 
tives, Inc. I have with me Mr. W. E. Stuckey, executive manager 
of the Ohio Rural Electric Cooperatives, Inc., whom you also have 
listed as a witness for this afternoon, so with your indulgence he 
will come up with me. 

Senator Kerr. Very fine. No witness appeared before this com 
mittee who is more welcome than you are. 

Mr. Luse. Thank you, sir. 

We have been asked by the board of trustees of this association of 
26 Ohio electric cooperatives to appear before you in the interests 
of 108,000 farmer member consumers. In addition, 4 electric co 
operatives in eastern Michigan have asked us to speak to you of their 
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vital concern with this matter. We have also been asked to speak 
for the members of the Northwest Ohio Municipal Electric Systems 
Association, of which Mr. Earl Brush, of Bryan, Ohio, is the 
secretary, to appear for them. 

Twenty-two of our Ohio electric cooperatives lie closer to Niagara 
Falls than does New York City. These 22 cooperatives lie within a 
300-mile radius of the falls, a distance which is accepted by the 
electrical industry as being entirely feasible for the transmission of 
electric energy. Geserentically. the States of Michigan and Ohio 
contribute a very large part of the watershed area which feeds into 
the Great Lakes and makes possible the power potential at Niagara. 
For example, over 30 percent of the land area of Ohio drains into 
Lake Erie. <A far higher percentage of the State of Michigan drains 
into Lakes Huron and Michigan. We in Ohio and Michigan take 
the position that this ¢ ontribution of water to the Great Lakes system 
entitles us to a reasonable share of the power which will be produced 
at Niagara. In addition to cooperatives, there are also approximately 
50 municipally owned electric systems lying within the same water- 
shed area which are vitally and justifiably interested in this matter, 
and who, through us, request your consideration. 

During 1954 the 22 Ohio cooperatives lying within the Niagara area 
of Ohio purchased 319 million kilowatt- hours at a total cost of 
$2,773,000, or 8.6 mills per kilowatt-hour. 

Senator Kerr. At point of delivery to your transformer? 

Mr. Luse. That is correct; at our substations. 

This constitutes over one-third of our total operating cost, and the 
size of this particular expense will largely determine our ability to 
survive. It can readily be seen that a reduction of 2 mills in our 
wholesale power cost would make an. additional savings to our 
cooperatives of $640,000 per year, based on 1954 consumption. Since 
our cooperatives are growing at the rate of 10 percent each year, this 

savings would shortly amount to $1 million per year. We have based 
our figure of 6 mills cost to us of Niagara power on our own engineers 
estimates, as well as published cost estimates for Ohio. 

I should say here, Senator, that we have included in that figure 
the cost of transmission from load centers which have been proposed 
for eastern Ohio in the Youngstown or Akron areas. 

After study of the proposed legislation introduced in the Senate, 
we have concluded that the provisions of the Lehman bill, S. 1823. 
would be most satisfactory to us and would provide safeguards that 
would insure maximum benefits to the electric consumers in these 
States to whom the power inherently belongs at a cost which would 
include only production and transmission expense. In other words, 
we believe that cheap pores ylaced in the hands of municipals and 
cooperatives for distribution by them will directly cause all power 


suppliers to reduce or hold their rates on a competitive level. 

We solicit your earnest consideration of our request that you 
recommend to the Senate that they pass the Lehman bill. 

Senator Kerr. Thank you, Mr. Luse and Mr. Stuckey ; we are happy 
to have had you before the committee. 

The letter of Mr. Brush may be made part of the record. 

We will recess until 10 o’clock tomorrow. 
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(The letter referred to is as follows:) 


Boarp or TRUSTEES OF PuURLIC AFFAIRS, 
Bryan, Ohio, July 11, 1955 
Subject: Redevelopment of Niagara Falls. 
The Honorable Senator Roserr S. Kerr, 
Chairman, Senate Public Works, Flood Control, Rivers and Harbors 
Committee, Washington, D. C. 

Deak SENATOR KERR: My name is Earl Brush. I am the superintendent of 
utilities of the city of Bryan, Williams County, Ohio, and I am writing as the 
secretary of the Northwest Ohio Municipal Electric Association. I represent 36 
municipal electric utilities of northwest Ohio, including such towns as Bryan, 
Napoleon, Paulding, Clyde, and Bowling Green. We are vitally interested in 
the proposed redevelopment of Niagara Falls electric power potential, particu 
larly since a large portion of the water available for the generation of power 
originates from the watershed of the area covered by our association 

At the present time most of our municipal systems are generating substan- 
tially all of their electric power requirements. Due to the high cost of fuel 
and the very high investment cost necessary for generating facilities, we find it 
increasingly difficult to distribute electricity to our customers at reasonable costs. 
In addition, some of our municipalities are purchasing their power requirements 
from private power companies at prohibitively high rates, ranging as high as 
1%4 cents per kilowatt-hour, which, needless to say, requires their customers to 
pay an unfair price for electricity. 

Our association is very much interested in having your committee recommend 
to the Senate for its approval, the Lehman bill which would give preference to 
municipalities and cooperatives and would authorize the redevelopment to be 
done by the Power Authority of the State of New York. 

At present time the approximate total load of our municipal group in this part 
of the State is 40,000 kilowatts, by 1960 this will reach 65,000 kilowatts, and by 
1965 will be 80,000 kilowatts. All of our systems are located within a feasible 
transmission distance of Niagara Falls. 

Very truly yours, 
EARL BRUSH, 
Secretary, Northwest Ohio Municipal Electric Association. 


(Whereupon, at 1:20 p. m., the committee recessed until 10 a. m., 
Thursday, July 14, 1955. 
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THURSDAY, JULY 14, 1955 


Untrep States SENATE, 
SUBCOMMITTEE ON FLoop Conrro., Rivers anp HArpors, 
OF THE CoMMITTEE ON PuBLIC Works, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 412, 
Senate Office Building, Hon. Robert S. Kerr, chairman of the sub- 
committee, presiding. 

Present: Senators Kerr, Symington, Cotton, Hruska, and Neu- 
berger. 

Also present: Staff members (as heretofore noted.) 

Senator Kerr. The committee will be in order. 

With reference to S. 6 and S. 1823, we are honored this morning by 
the presence of the author of S. 6, Senator Capehart of Indiana. We 
will hear him. 


STATEMENT OF HON. HOMER E. CAPEHART, A UNITED STATES 
SENATOR FROM THE STATE OF INDIANA 


Senator Capenart. Thank you, Mr. Chairman. 

I do not think I have any new information or any new facts. I 
have appeared before this committee on 2 or 3 occasions in regard and 
respect to the same piece of legislation. I have filed statements. L 
think the records are filled with my thoughts and ideas on this 
subject. 

I might say that I introduced this bill—and you may be wondering 
why an Indianian introduced a bill covering a project in New York 
State—the reason being that for many years I was associated with a 
manufacturing business in the Niagara Frontier and learned to know 
that section very very well and know all of its people and have a lot 
of firsthand information concerning that whole section. 

First, if I may, Mr. Chairman, I would like to place in the record—I 
will not take the time of the committee to read it—the colloquy which 
took place back in 1949 between Leland Olds, myself, and Senator 
Ed Johnson, the Senator then from Colorado. He is now Governor. 
He was then the chairman of the Interstate and Foreign Commerce 
Committee. This colloquy sets forth the views of Mr. Olds and at 
least one of his writings which appeared in the Daily Worker which 
appeared in July 1928, and also a statement that I have prepared 
taken from the records of Mr. Olds’ and his associates’ thinking on 
this matter of power. This that I would like to place in the record 
starts at the bottom of page 320 and extends over to the bottom of page 
321. And this prepared statement. 
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Senator Kerr. Without objection, they will be in the record. 

(The extract referred to, from Reappointment of Leland Olds to 
Federal Power Commission, hearings before a subcommittee of the 
Committee on Interstate and Foreign C ommerce, United States Sen- 
ate, 8ist Cong., Ist sess, on nomination’ of Leland Olds, of New 
York, to be a member of the Federal Power Commission for the term 
expiring June 22, 1954, September 27, 28, 29, and October 3, 1949, 
beginning at p. 320, is as follows :) 


Mr. Ops. I frankly do not think that he would approve of the way that 
article was written at that time. 

Senator JOHNSON. Would you? 

Mr. Ovps. I would not write that article today as I wrote it then, but, as I 
suggested, I was writing in terms of a totally different environment and a totally 
different economic situation in those days. 

Senator CAPEHART. Mr. Chairman, I would like to read this article if I may 
and ask Mr. Olds some questions. 

Senator Jomnnson. Go ahead. The Senator wants to remember that Mr. Olds 
is repudiating that article and saying he would not write such an article today. 

Senator CAPEHART. I understand he is repudiating it, but I think it is impor- 
tant enough that I would like to read it. It appeared in the Daily Worker, 
July 5,1928. The headline is immaterial. [Reading :] 


“IMPERIALISM AND FOURTH OF JULY 


“(By Leland Olds, Federated Press) 


*To millions of workers slaving throughout the world to provide the tribute 
exacted by the American dollar empire Fourth of July will loom as anything 
but the birthday of liberty. They will view it as the day set apart by the world’s 
greatest exploiters to glorify their rise to power. Gradually it will be trans- 
formed into empire day, demanding worship of imperial power, wherever the 
dollar has established its dominion. 

“The change in the character of the Fourth has been in progress many years. 
But it has proceeded most rapidly since the World War enabled American capi- 
talism to declare its financial independence. This transformation is reflected 
in the recent expulsion from the Daughters of the American Revolution of a 
member who protested the blacklisting of scores of prominent persons for pro- 
fessing the principles of the Declaration of Independence. 

“Prior to the World War the United States was still in part an economic colony 
of Europe. Its workers had each year to produce the tribute required by Euro- 
pean capitalists on the five to six billion dollars which they had invested in 
America. The greater part of this tribute went to England, which held about 
$4 billion of American securities. 


“WAR PROFITS FOR UNITED STATES 


“Huge war profits shifted the balance of power to American capitalists. They 
brought back a large proportion of the American securities held in Burope. 
They bought the investments of England and other European countries in Cen- 
tral and South America. They established New York as the money-lending 
center of the world and with the end of the war began to pour dollars into all 
parts of the world, taking mortgages on governments, buying up industries, en- 
grossing power resources, building railroads and factories. 

“The latest census of America’s invading dollars shows $5,200,000,000 invested 
in Latin America, $4,300,000,000 in Europe, $3,900,000,000 in Canada, $700 million 
in China, Japan, and the Philippines, and $400 million in other parts of the 
world. These dollars, which extend the domination of American capitalists over 
the economic activities of other peoples, are increasing more than $1 million 
a year. 

“ENSLAVED LATIN AMERICA 


“The growth of imperial power over Latin America is evident in the increase 
in dollar investments in Cuba from $220 million in 1912 to $1,400 million in 
1918”—and so on and so forth. 

I will not read the rest of it, but it is in a similar vein. 
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You said a moment ago you would not have written that article today 

Mr. Ovps. Not in that way. I would still warn people against the kind of 
economic imperialism that characterized England's relationship with other 
people for a good many years, and was developing at the time I was writing in 
the United States. 

I think we have gone a long way to change our policy in relation to Latin 
America. 

Senator CaPeHaRT. Here you were criticizing the American businessman for 
investing abroad; were you not? 


(The statement referred to by Senator Capehart is as follows :) 


I was most interested to learn that one of the principal witnesses in support 
of Senator Lehman’s bill was Mr. Leland Olds, a former Chairman of the 
Federal Power Commission. It was my privilege to serve on the subcommittee 
of the Committee on Interstate and Foreign Commerce in the 81st Congress 
This subcommittee considered the nomination of Mr. Olds for reappointment to 
the Federal Power Commission. The record before our committee clearly indi- 
eated a social philosophy that did not tend to encourage, and was not in 
accord with our basic free-enterprise system, and the committee unanimously 
rejected the nomination of Mr. Olds. 

This is the first occasion since that time in 1949 that his emergence into im- 
portant matters pending before the Congress has come to my attention. In this in- 
stances he appears as a representative affiliated with the Public Affairs Institute. 
In recent periods I have noted references to official statements and documents 
of the Public Affairs Institute and have had occasion to inquire into its origin. 
I have found that in literature published by this organization, that: associated 
with Mr. Olds in the Public Affairs Institute is one Stephen Raushenbnush who 
had been identified for many years with socialistic movements. As long ago as 
1927, he published in the New Leader an article entitled “A Program of Gradual 
Socialization of Industry.” In it he advocated that “Our long time aim is the 
abolition of the profit system for private use. Our strategy is to make and take 
every opportunity to prove that it works. We must force our experts on agri- 
culture, trusts, coal, power, subways, housing, milk, etc., to tell us correctly 
what the next steps are and then take them and identify ourselves with their 
success.” 

Furthermore, in a symposium in 1929, The Socialism of Our Times, in which 
Mr. Raushenbush participated, and which was edited by Harry W. Laidler and 
Norman Thomas under the title of Some Measures in Transition, he said: 

“We cannot hope to take over the whole SS billion industry successfully even 
if it were generally thought advisable to do so at the moment * * *. But by 
putting in a preference that power from these developments shall be furnished 
by State and municipal plants, we can move toward a system of linked-up plants 
such as the Ontario Hydro Electric Commission. 

“While our longtime aim of the liberal and radical groups is the abolition 
of the profit system for private use, our present strategy should be to make or 
take any opportunity to prove that there is something better than the profit 
system.” 

You will recall that in his testimony before this committee yesterday, Mr. 
Olds spoke with great admiration of the socialization of the entire power indus- 
try in Ontario, Canada. He shares this admiration with Mr. Raushenbush 
who writing in the symposium to which I referred said, and I quote: 

“Marx has convinced his thousands, but the Ontario Hydro Electric Commis- 
sion has convinced its hundreds of thousands. We need more leverage places 
like the latter, and there are parts of our political life today where we have 
such a wedge.” 

I am certain that just as Mr. Olds’ reappointment to the Federal Power 
Commission was rejected, this committee will reject a course of action which 
will permit the Niagara project to be used to further philosophies which are so 
inimical to our American way of life. 


Senator Carenart. Thank you, Mr. Chairman. 

As I said a moment ago, I haven’t any new facts on this subject 
at all. If my facts are correct, and if I understand this situation 
correctly, and I think I do, it is just unbelievable to me that we would 
be thinking of doing anything other than permitting private industry 
to enlarge their facilities at Ni iagara Falls to do this job. 
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Senator Kerr. What facilities are those, Senator? 

Senator Carenart. The facilities that they have there now. 

Senator Kerr. Can you tell us for the record what that is? 

Senator Cargenart. I can’t tell you in detail because I do not have 
the record here, but 

Senator Kerr. Do you refer to their operation there under license 
which they have which expires in 1971? 

Senator Carenart. That’s right, and have had for 60 years. In 
other words, they have been producing power there for some 60 years, 
Senator Kerr. I thought they got their license in 1921 for 50 years. 

Senator Carrnart. I think you will find they have been producing 
it 60 years—or was it 1921? 

Senator Kerr. That is the testimony before the committee, that 
they did receive a license in 1921. It could have been a renewal of a 
previous license and in order that the record might be straight, I 
just thought if the Senator had that information he could give it 
to us. 

Senator Cargenart. I am inclined to think it must be a renewal 
because all the facts I have indicate that they have been there for 
60 years, 

Private enterprise has been developing available hydroelectric 
power potential at Niagara Falls since 1895. I suspect in 1921 was 
the renewal. But in any event, they have been there for many many 
years. They are producing power. The same companies that wish 
to enlarge the facilities there now are furnishing power for western 
New York State and the Niagara Frontier. They are willing to 
spend the necessary money. They want to spend it. They have the 
money. They are there now. They have been there either since 1895 
or 1921 and it seems to me that if we cannot permit private industry 
when they are willing and able to extend their facilities but must insist 
upon throwing either the State government or the Federal Govern- 
ment in on top of them, that we might as well give up the idea in the 
United States of having any pr ivate power any place and simply say 
that power ought to be deveolped by the State or the Federal Govern- 
ment. 

I can see many times where the Federal Government ought to step 
in and build hydroelectric plants in those areas where it is thinly popu- 
lated, where other things are involved such as flood control, and where 
it would be unprofitable at the time for private industry todo it. Iam 
thinking in terms of the Bonneville Dam now and TVA and such 
projects. as that where it is just too big for private industry to do it at 
the moment. But here is a case where private industry is there. They 
have been there for years. If you permit the State or the Federal 
Government to go in there now they will be producing power along 
side of private ‘industry. These power companies, if my facts are 
correct, are now serving Buffalo and the entire Niagara Frontier. So 
far as I know, they have done a good job. 

I am not ina position to say whether rates have been too high or 
too low but that is a matter for the State of New York to handle. 
They pay taxes. 

I do not see anything to be gained whatsoever from permitting the 
State of New York under the Lehman bill or other bills in the» past 
which have been introduced, to permit the Federal Government to do 
it. I just cannot quite understand, if my facts are correct on this 
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whole matter, and I believe they are, why there is any argument about 
it at all in this instance. 

If there had never been a powerplant on the Niagara River; if this 
had been something 100 percent absolutely new and private industry 
were not willing and had not been there and developed it in the past, 
and there was a great need for this sort of thing, then I might well 
see some excuse for either the State or the Federal Government do- 
ing it. 

Senator Kerr. There are two questions that come to my mind in 
that regard : 

No. 1, it appears that the State of New York is asking Congress for 
approval of a project, for permission for the State of New York to 
develop a State project there. Would the Senator think that that 
should have some receptive attitude by the Congress ¢ 

Senator Carenart. I would say that the State of New York was 
wrong. My understanding is that the State wishes to develop and 
enlarge on the facilities and go in competition with the private enter- 
prises at that point. 

Senator Kerr. As I understand what they want to do, they want to 
develop the power that has not been dev eloped. 

Now, it is a very big and broad question and my knowledge about 
it is limited and I hope in the course of these hearings that it may 
be expanded, but if I understand the situation, they are not asking 
for anything that has been granted or licensed to the private power 
companies. 

Senator Caprenart. I think the able Senator is correct, that they 
are asking, as you know, the Federal Government must pass upon 
this because of a treaty with Canada. They are asking that the 
State of New York be permitted to build facilities there for the pro- 
duction of power. 

Senator Kerr. As I understand it, we have a treaty with Canada 
and there is a reservation in that treaty which gives me some, or sug- 
gests to me some question as to whether or not it would be consistent 
with it for us to give the right to a private power company to do it. 
Also, it seems quite definite and certain that until the State of New 
York or the Federal Government utilizes that available power, that 
Canada can and is presently doing so. 

Senator Capenart. Are these the facts that the State of New York 
wishes to develop this unused power, these private enterprises like- 
wise wish to develop the same power, the private enterprises being 
there at the same time and have been since 1895 ? 

The State of New York is not there at the same time and never 
has been there. Now, the question is, under the circumstances, 
where private enterprisers are there and have been for many, many 
years, have the money and are willing, own all the facilities around 
there for the transportation of the power, once it is produced, under 
those circumstances, should we not permit private enterprises to do 
the job rather than the State of New York or even the Federal Gov- 
ernment at one time considered that they might do it. 

Senator Kerr. Are you familiar with the reservation in the treaty 
that is in existence between this country and Canada? 

Senator Capenart. I have not read it for some time, not recently. 

Senator Kerr. Let me read it to you and let me have your opinion 
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as to what effect it has on these proposals. This was an amendment 
or reservation offered by Senator Aiken of Vermont and was unan- 
imously approved by the Foreign Relations Committee and then by 
the Senate : 


The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty and no project for such redevelopment of United States share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress. 

What is your judgment as to the significance of the language that 
the United States expressly reserves the right to provide by act of 
Congress for redevelopment for the public use and benefit? 

Senator Carenarr. Well, I think you can interpret it broadly or 
narrowly, either way. I think when they license or give a license to 
the private enterprisers there under certain conditions to furnish 
power to the people of western New York, and they come under the 
domination of the Federal Power Commission and the commission 
in New York State as to rates, and so forth, that the Congress was 
simply saying that we reserve the right to do it any way we wish to 
do it, either through private enterprise or if we want to do it through 
the State of New York or through the Federal Government. I think 
you can read all three into it. 

Senator Kerr. If they granted a license to a private utility, 
wouldn’t that be more in the nature of the redevelopment of it for 
private industry and private benefit rather than public benefits ? 

Senator CaprHart. I don’t think so. I think the public gets the 
benefit of any utility where the Government controls it and we do 
control all utilities. That would be my thought. I do not believe 
that we were estopped from licensing private enterprises under cer- 
tain rules and regulations as a result of that language. 

When was that passed? What year? 

Senator Kerr. I think this was a recent, I think that was 1950. 

Senator Capenart. I was not a member of the Foreign Relations 
Committee at that time. 

Well, Mr. Chairman, I think that is all I have to say. I just feel 
very deeply about this matter, primarily as a matter of principle as 
much as anything else, that I think we make a mistake when we 
throw either the Federal Government or State governments in on top 
of private enterprise, as it would seem to me we would be doing in 
this instance. 

Senator Kerr. I want to say that the chairman has great respect 
and affection for the Senator from Indiana and appreciates the fact 
that he came here to give us the benefit of his advice. 

Senator Carenarr. I want it definitely understood that in making 
that statement, that there is my view. That I do feel that there are 
instances where the Federal Government should and must and has 
and will continue to do so, step in and build hydroelectric plants where 
it is just not feasible for private enterprise to do it, but wherever 
private enterprise can do it and are willing to do it, are capable of 
doing it and particularly when they are there now, I think it is the 
private-enterprise system that has made this country great and we, 
I think, want to protect it and defend it wherever we can and we want 
to encourage it. I don’t think we want to encourage it to the detri- 
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ment of the people but under such circumstances, I think we ought 
to do it. 

I thank you very much. 

Senator Kerr. Any questions / 

Senator Hruska. In connection with that language, public use and 
benefit, Senator, of course the language doesn’t say “publicly owned 
benefits for public use and benefit,” does it 

Senator Carenart. No, sir. 

Senator Hruska. Public use and benefit is in the largest measure in 
the utility field today rendered by privately owned corporations, isn’t 
that true? 

Senator Capenart. I think the public gets as much benefit out of 
privately owned utility as they do State or federally owned utility. 
They get service at a cost. They may get it cheaper one way or 
another, I do not know about that, but private enterprises pay taxes, 
so when you balance one against the other, that possibly they are 
not getting it cheaper. 

Senator Hruska. If this language very likely is designed for the 
purpose of preventing the use of the power developed at that point 
for any one corporation, say, or any one factory or something of that 
kind as distinguished from making the products, the electrical energy 
products of that plant available to municipalities, to corporations, to 
individuals, and everybody else generally as a public utility, wouldn't 
you say that would be reasonable / 

Senator Carenart. I do not believe that language means that the 
public, that it must be owned by the State or Federal Government. 

Senator Kerr. Senator Neuberger. 

Senator Neuspercer. Senator Capehart, I would like to ask several 
questions, if I may. We are talking about the public benefits and the 
Senator very properly pointed out that the public must be considered 
whether Niagara Falls or any other waterway is developed by private 

‘apital or by a government, be it local or Federal. How do you ac- 
count for the much higher rate paid by powers users on the American 
side of the Niagara River than is paid on the Canadian side where 
there is public development ? 

Senator CareHart. Without having the facts, seeing their costs, 
and going into a lot of detail, which we cannot do here, I would say 
that there are possibly two reasons for it. 

One is that they pay no taxes on the other side. 

Secondly, that things generally in Buffalo and the United States 
are higher than they are in Canada. 

Those, I think, are possibly the two main reasons. 

I have never seen any cost figures on the costs of one over the other, 
but even though it might cost a little more, I still think that over the 
years to come -that we are much better off wherever we possibly can 
to maintain the private enterprise system. I think our people would 
be richer over the years to come even though it would cost a little bit 
more money. But I don’t know whether it will or not. I know it 
will cost more if they don’t pay taxes because in this country corpora- 
tions are paying 52 percent in taxes so if the rate is half as much as 
it is over here, it is primarily, I presume, because of the taxes. 

Senator Nevpercer. Talking about price in Canada, is it not true 
that manufactured goods in Canada are substantially higher than 








100 NIAGARA RIVER POWER PROJECT 


they are in the United States: Automobiles, washing machines, 
stoves ¢ 

Senator Carpenart. Some of the things that they do not manufac- 
ture themselves, where we predominate in the manufacture, I think 
they are. 

Senator Nevpercer. Regarding the free-enterprise system, do you 
think that the free-enterprise system is jeopardized in Canada be- 
cause they have public power in Ontario, Ontario Hydro? 

Senator Capenarr. There again, when you talk about private en- 
terprise in jeopardy, you are talking about a degree. I think we can 
always absorb a certain amount of what we call socialism—the schools, 
and the Government handles the mails. That is socialistic. That is a 
socialistic endeavor in that it is a cooperative endeavor; the Govern- 
ment handles it. I think it is a matter of degree. It seems to me that 
if you have too much of it, then you will ruin private enterprise. But 
if there is only a small amount of it, private enterprise can absorb it. 
If there is a lot of it, they cannot absorb it. 

It seems to me that here is a case in which we might—well, you have 
got projects out West you would like to have the Federal Government 
build, and they should build, but here is a case where we do not need 
to add to that degree or that percentage of the Government being in 
business, whereas in other places they well may need to be in business, 
you see. 

Of course, I am a great believer in this respect that when they build 
a hydroelectric plant, the Federal Government, once they get it going, 
they ought to sell it to private enterprise, take the money, and go and 
develop some place else that is needed. I think they ought to get out 
once it gets going. I think it is a matter of degree. I think the 
answer to your question is a matter of degree and what percentage. 

Senator Neupercer. Speaking of percentage, do you know what 


percentage of power in the State of New York now is publicly owned 
and how much is owned privately ? 


Senator Carenarr. No; I don’t know. 

Senator Nevpercer. Is it not true that the vast preponderance is 
privately developed now, speaking of the degree / 

Senator Capenart. I think that is true, but I do not have the facts. 

Senator NevsBercer. I want to ask one further line of questioning, 
if I may, Mr. Chairman. 

Senator Kerr. Proceed. 

Senator Nevspercer. The thing I am interested in is your line of 
reasoning on what power site should be developed publicly and which 
ones privately because I think that is a fundamental issue in the whole 
country today. 

You believe that Niagara Falls should be privately developed ? 

Senator Carenart. Primarily because private enterprise are there 
now and have been since 1895. Therefore, you are simply going to 
add alongside private enterprise, you are going to add a State or 
federally owned project. That is my big reason. 

Furthermore, they are capable and willing to enlarge upon it, and 
any time you get a situation where private industry are capable, will- 
ing, and want to do it, and have proven that they can do it, as they 
have there, because they have been furnishing the power for western 
New York, then I think you ought to permit them to do it. 
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Senator Nevupercer. This is the thing that I seek to establish in 
the record, if this is the case, because I think the country ought to 
know it. Niagara Falls power can be delivered at load center, 1 under 
stand, for about 2.5 mills a kilowatt-hour. The administration is sug 
gesting that Hells Canyon be privately developed. That power can 
be delivered at load center, according to the Federal Power Commis- 
sion examiner, for 2.7 mills a kilowatt-hour. Yet, there recently 
passed the Senate, and an overwhelming majority of your party sup- 
ported it—I believe you did, but I am not sure about that—the upper 
Colorado bill, which calls for public power projects, where the cost of 
the product delivered at load center will be 6 to 9 mills. Is it to be the 
policy in this country that those power sites where there is a low unit 
cost of development, where power can be generated very inexpensively, 
and therefore sold to industry in whatever quantities power can be 
produced, that those sites will be turned over to private utilities and 
these high-cost, marginal sites will be reserved for the public‘ Is 
that to be the policy in the United States from now on? 

Senator Capenartr. I cannot speak for the administration on the 
matter. I can only speak for myself. I think each and every project 
ought to be analyzed individually and on its own merits or demerits, 
and on no other basis. I do not think you can run a business except 
analyzing each project on its own virtues, its own merits. If I were 
running it I would analyze each on its own merits. I have analyzed 
the situation at Niagara Falls before you came in. I said my interest 
in it was that I was associated in a manufacturing business there a 
number of years ago and spent a lot of time there and know the country 
pretty well and know the problems, and that is my interest init. Plus 
my general interest of principle of where private industry are at a 
given point and want to expand it, and are in a position to do so, they 
— to be permitted to continue to do so. That is my position on it. 

Senator NEuBercerR. Thank you very much. 

Senator CapeHart. Thank you, Mr. Chairman. 

Senator Kerr. Thank you very much, Mr. Capehart. 

Senator Corron. I have just one question. When you have a pri- 
vate power development, the users of the power, of the electricity, pay 
the bills; is that right ? 

Senator Caprenart. I think that is true whether it is public or pri- 
vate. The users pay for it. 

Senator Corron. In most cases where you have public development, 
the bills are paid by, at least contributed to by, all the people of a 
State or country and all the bills are not restricted to those who use 
the product. 

_ Senator Capenart. That is correct. If the State or the Federal 
Government subsidizes, the money comes from the taxpayers plus the 
fact that they charge the users for the use of the facility, the amount 
of power that they use. 

Senator Kerr. Thank you very much, Senator Capehart. 
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STATEMENT OF ANDREW J. McMAHON, CHAIRMAN OF THE POWER 
AND ATOMIC ENERGY COMMITTEE, UTILITY WORKERS UNION 
OF AMERICA, CIO 


Mr. McManon. I would like to read into the record a statement on 
behalf of the Utility Workers Union of America, CIO. The state- 
ment has been given to the secretary. 

Senator Kerr. You have the permission and the opportunity. Are 
there copies available for members of the committee 

Mr. McManon. There are, sir. 

Senator Kerr. Sit right down and proceed. 

Mr. McManon. My name is Andrew J. McMahon, president of 
local 1-2, Utility Workers Union of America, CIO, with a local union 
membership of 24,000. Our office is at 143 West 51st Street, New 
York City. 

At the outset I would like to impress this committee with an impor- 
tant and outstanding fact. It is this—I appear today only as a 
spokesman for my own union, the Utility Workers Union of America, 
CIO. 

As the chairman of its power and atomic energy committee I am 
authorized to speak for my organization. I do not appear nor have 
I ever appeared as a witness for the New York State Industrial Coun- 
cil of the CIO nor for the National Congress of Industrial Organiza- 
tions, although we have submitted this problem to the State and Na- 
tional CIO groups on scores of occasions. 

Senator Kerr. Do they have a position on it? 

Mr. McManon. I believe that they will, from my understanding. 

Senator Kerr. That they will be here and give us the benefit of 
their views? 

Mr. McManon. I believe so. 

Senator Kerr. Thank you very much, sir. 

Mr. McManon. Our union is and has been opposed to publie power 
because we are fighting for our very existence as union members 
striving for the best possible wages, hours, and working conditions for 
the people who work in this industry. Because of this fact, the prob- 
lem is one that does not truly concern other unions at the State level 
or at the National level. The Utility Workers Union of America, 
CIO, has been granted by the Congress of Industrial Organizations 
the jurisdiction to organize and represent wage earners in the light 
and power field. We have been doing that job for many years. Dur- 
ing those years we have learned from bitter, hard, and oft-repeated 
instances that we cannot maintain our dignity as trade unionists when 
working for government. 

In a letter to Hon. Herbert H. Lehman, dated June 11, 1955, a 
copy of which I will file with the committee, I pointed out that the 
opinion of other unions cannot be as important to this committee as 
our vote and opinion. There are two reasons for this as outlined in 
my letter to the Senator. First, other trade unionists do not work in 
the electric light and power field, and second, we do not believe that 
other unionists have been given the facts over a period of more than 
5 years as have the members of our organization. The most recent 
issue of the Record, the official publication of local 1-2, Utility Work- 
ers Union of America, CIO, dated June 1955, is submitted with this 
statement and the committee’s attention is respectfully directed to the 
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article on pages 3 and 4 entitled, “McMahon testifies against public 
power,” and to page 16, the editorial page, with the lead editorial being 
“After public power * * *.” This is our latest up-to-the-minute 
communication to our members. Incidentally, 1 might add for the 
record that this publication is mailed to each one of our members 
in our local union in the city of New York as well as to other locals 
of the utility workers throughout the Nation. 

As recently as June 28-29, 1955, I also made a report to the Utility 
Workers Legislative Conference held in Was shington, D. C., and this 
conference unanimously approved of our position against public 
yower and directed its representatives from the States of New York, 
fassachusetts, Pennsylvania, Ohio, West Virginia, Michigan, and 
other States to visit their Senators and Congressmen and make the 
position of our union known to them. 

In my letter of June 11 to Senator Lehman, I called his attention 
to testimony given by him on Thursday, September 20, 1951, before the 
Subcommittee on Rivers and Harbors of the Committee on Public 
Works of the House of Representatives of the 82d Congress in which 
he publicly and on the record plainly recognized the validity of our 
objections to public power. Our objections are threefold: One, em- 
ployees on Government projects are not paid the prevailing rate of pay 
as are paid to workers in similar private industries even though the 
Bacon-Davis Act requires such payment in the building trades. 
Lengthy hearings and long delays are the usual practice in the build- 
ing trades. I might deviate for one moment for I would also like 
to | put into the record a copy of the Machinist which is the publica- 
tion, the weekly publication of the International Association of Ma- 
chinists and I would like to call the committee’s attention to this 
article, “Government contractor says ‘nuts’ to legal rights of em- 
ployees.” 

Now, we feel that this should require the attention of the commit- 
tee on the basis that we feel, that employees who work on Govern- 
ment projects do not get the same benefits as far as their wages and 
working conditions are concerned as those who work for private 
industry. 

Senator Kerr. Jt will be entered. 

Mr. McMauon. I would like to put it in the record, if you please. 

Senator Kerr. It will be kept in the file. 

Mr. McManon, Two, ios of Government do not have the 
right to organize and bargain collectively. They do not enjoy the 
right of genuine bargaining, including the right to strike; and three, 
the failure of public power Gover nment operations to pay the same 
taxes as Imposed upon private utility companies imposes a burden 
on all other taxpayers, more than 64 million of which are wage 
earners. 

Here is what Hon. Herbert H. Lehman said in the record of Sep- 
tember 20, 1951, above referred to. He clearly recognizes the validity 
of each of our objections to public-power operations. 

On points 1 and 2 we read his statement : 

* * * Finally, I would like to suggest to the committee the desirability of 
giving close consideration to amendments which would insure that labor em- 
ployed on this project, and in maintaining this project, should have the same 
rights which labor employed on analogous private projects would have. 


















104 NIAGARA RIVER POWER PROJECT 


Senator Kerr. I know you want to read it into the record accurately. 
The copy I have does not include the word “same.” Was that word 
in the Senator’s statement ? 

Mr. McMauon. What was that? 

Senator Kerr. “Same.” 

Mr. McManon (reading) : 


* * * should have the rights. * * * 


The word “same” is not there. 
Senator Kerr. The word “same” is not there? 
Mr. McMauon. No, sir; it is not. 


Senator Kerr. I know you want to read the statement as the Senator 
made it. 


Mr. McManon. That is right; because it is in the record. 


I suggest the desirability of writing into this law the applicability of the 
Walsh-Healey Act and the Davis-Bacon Act and referring, also, to the applica- 
bility of the National Labor Relations Act. 

I do not think that persons employed on a project such as this should be 
penalized because it is a Government-operated project. 


On point 3 his statement reads: 


* * * T have made up my mind that some formula for payments in lieu of 
taxes should be included in this legislation. I think it should be included in 
practically all legislation for Government-owned power projects. 

* * * Since it is in the general public interest to have low power rates and 
preferences to special groups such as co-ops, and preferences to municipal and 
State bodies and to defense agencies, it is also fair and reasonable to make 
some payments to the localities in consideration of the community services the 
community and State are called upon to supply and the loss of revenue through 
the use of property in the vicinity. I trust that the committee will give this 
proposal its earnest consideration. As soon as my own thinking has crystallized, 
I will address a further communication to this committee on the subject, if I 
may. 

Then he concluded this part of his testimony in the record by the 
following: 

I have not yet worked out legislative language to carry out my ideas in this 
regard. This problem pertains not only to the Niagara project, but to all other 
Government-owned power projects. I am sure this committee is already giving 


thought to this matter. I am studying it, too. I think this aspect of the 
public-power problem must be honestly and forthrightly approached and resolved. 


In answer to my letter of June 11, 1955, Senator Lehman sent me 
a communication dated June 29, 1955, a copy of which is annexed 
hereto and marked “Exhibit B.” In paragraphs 4, 5, and 6 of that 
letter he refers back to the testimony of 1951 quoted above, but 
appears to place a slightly different emphasis upon who was to do the 
work of preparing and submitting legislation. In the 1951 testi- 
mony quoted above we find the language: 


* * * T trust that the committee will give this proposal its earnest considera- 
tion. As soon as my own thinking has crystallized, I will address a further 
communication to this committee on the subject, if I may. 

I have not yet worked out legislative language to carry out my ideas in this 
regard. This problem pertains not only to the Niagara project, but to all 
other Government-owned power projects. I am sure this committee is already 
giving thought to this matter. I am studying it, too. I think this aspect of the 
public-power problem must be honestly and forthrightly approached and resolved. 


In the fourth paragraph of his letter of June 29, we find: 


As for my discussion with you in 1951 concerning the desirability of attach- 
ing to public power legislation adequate safeguards of the interests of the 
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labor employed in the construction and operation of public-power works, I 
would still like very much to see such provisions enacted. As a matter of 
fact, I tried for a long time to get Mr. Dan Tracy, of the IBEW 


the International Brotherhood of Electrical Workers— 


to suggest some appropriate lagislative language to achieve the purposes I have 
had in mind. No-such proposals were ever submitted to me. 

The Utility Workers Union of America, CIO, has no knowledge of 
any communications Senator Lehman may have had with Mr. Dan 
Tracy, who is now deceased, but we do know that we have received 
no communication from him on this subject. 

Senator Lehman also in the third paragraph of his letter of June 
29 refers both to so-called national policy of the CIO and to the 
interests in favor of public power by unions not working in the light 
and power field. On this point I wish to give two quotations which 
should prove beyond any further question of doubt that our union, 
the Utility Workers Union of America, CIO, has the unquestioned 
right to vigorously present our viewpoint to this body. 

Senator Kerr. Let me say to you that there is no member of this 
committee that has the slightest question of your right to appear 
here and vigorously present your views and you need not establish 
that unless you just desire to do so because the committee recognizes it. 

Mr. McMaunon. I most certainly desire to do so, Senator, because 
of some of the inferences that are made and probably will be made 
during the course of this testimony that the CIO policy differs from 
ours. If it would please the committee, I would very definitely like 
to put this statement into the record. 

Senator Kerr. Proceed. 

Mr. McManon. We do not claim to speak for the CIO national 
policy, but neither do the chemical workers, the auto workers, the 
textile workers or the amalgamated clothing workers whom Senator 
Lehman refers to. At the 12th constitutional convention of the CLO 
in November of 1950 at Chicago, Ill., there was a discussion of public 
power from page 375 to page 389 of the printed proceedings. At 
page 386 is the following quotation from a statement made to that 
convention by our late and beloved CIO president, Philip Murray: 

I have the greatest admiration and respect for Joe Fisher, and he undoubtedly 
knows that I have that same respect for Bill Pachler— 
who, incidentally, for the record, Mr. Chairman, are the president 
and national secretary-treasurer of the steelworkers union, who were 
at that time and are still— 
and for the members of their executive board and the members of their organ- 
ization. If they have any disagreement with this concention about what should 
be done with respect to this matter, after the concention has acted upon it, in 
the exercise of their rights as an affiliate of this organization they can appear 
before any congressional committee and say anything they want. That's their 
tusiness. Nobody is bound or gagged in these matters. The only determination 
that we have made with respect to policies of that description was confined to 
the issue of communism, but in a matter of policy such as this we are not going 
to gag people, and nobody has ever been gagged in this organization. If we did 
not enjoy the freedom and the right to speak out about these issues, I don’t 
believe we would have an organization. 

Senator Symincton. I would like to ask a question there. 

Senator Kerr. Senator Symington. 

Senator Symineton. Mr. McMahon, what was the reason that you 
put that quotation in from Mr. Murray ? 
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Mr. McManon. We are trying to emphasize the fact, Senator, that 
we have the right given to us by the late Philip Murray to appear 
before any congr essional body to express the views of the utility work- 
ers union. There have been many refernces made to the fact that we 
speak only as a small minority or many other such references in the 
record. We are definitely desirous of bringing to the attention of the 
committee that this right has been granted to us by the late Philip 
Murray at the end of a convention held in Chicago. 

Senator Kerr. I think 

Senator Syminetron. Whether or not it has been granted to you by 
the late and my very good friend and very great man, Philip Murray, 
you have the right to come before this committee and present any- 
thing that you would like to present, regardless of any internal prob- 
lem incident to the CIO. 

Mr. McManon. We have no internal problem within the CIO, 
Senator. We definitely disagree with the majority of the CIO 
unions on the subject of public power. 

Senator Symineron. As I understand it, inasmuch as you feel you 
do disagree with some of the people in the CIO that your opinion 
should be more persuasive because you are actually working on the 
problem in question and they are not, isn’t that correct, sir? 

Mr. McManon. That is right, sir. 

Senator Kerr. All right, Mr. McMahon, proceed, 

Mr. McManon. At the 15th constitutional convention of the CIO 
at Cleveland, Ohio, on Friday, November 20, 1953, Walter Reuther, 
the pr esident of the C 10, concluded a discussion of the public power 
question in which he, Joseph Fisher, president of the Utility Work- 
ers Union, William J. Pachler, secretary and treasurer of the Utility 
Workers, CIO, and Harold Straub, vice president of the Utility 
Workers, CIO, had taken part. Here is what Mr. Reuther concluded 
his statement with: 





Nobody proposes nationalization of automobiles, power, steel, or any other 
basic industry, but where the utilities are unwilling, as they are unwilling in 
the Hells Canyon site, to mobilize the total power resources in the terms of 
waters and minerals, we believe the Government has an overriding responsi- 
bility. That is our position. The utility workers shouldn’t make it look as 
though we are advocating the nationalizing of power industry when we are 
not, but there is a difference between the CIO saying we are for nationalization, 
Which we are not for, and the CIO saying we have no interest in the generation 
of public power. Let the private utilities do all they will do, but if there is a 
power deficit and we have not enough power to expand industry and give firms 
electricity, then the Government ought to step in and mobilize our power re- 
sources to fill that deficit. That is our program. 


For all of the above reasons I am authorized to tell this committee 
that the Utility Workers Union of America, CIO, is in favor of S. 6 
and opposed to S. 1823. The position of my union was unanimousl 

taken by a came ‘at its sixth constitutional convention which 
stated as follows: 


Now, therefore, be it resolved, That this sixth constitutional convention of the 
Utility Workers Union of America, CIO, reaffirm its historic position on public 
projects, and go on record in favor of the passage of the Capehart-Martin-Miller 
bill and the Dondero bill, which are consistent with our historic position as 
hereinabove stated and that the public interest be protected by proper charges 
being made by the appropriate regulatory body for the use of public waters; and 
be it further 
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Resolved, That copies of this report and resolution stating our policy be 
forwarded to the presidents of all local unions of the Utility Workers Union of 
America, C1O, to be read at all local union meetings ; and be it further 

Resolved, That our position on the Capehart-Martin-Miller bill and the Do: 
dero bill be made known to all of the Senators and Representatives of any and 
all sessions of Congress, the Legislature of the State of New York, the Gov 
ernor of the State of New York, other labor organizations, and the public at 
large, 


At this time, Mr, Chairman, on behalf of my union, I would like to 
express our sincere gratitude for the opportunity of appearing here 
in the American way and presenting to this committee the humble 
opinion of the Utility Worl 

Thank you. 

Senator Kerr. Thank you, Mr. McMahon. 

(The letters previously referred to are as follows :) 


cers Union of America. 


ExHIBIT A 


Utiniry WorKERS UNION or AMeriIca, CIO, Locar 1-2, 
New York, N. Y., June 11, 1955. 
Hon. Hersert H. LEHMAN, 


Senate Office Building, Washington, D.C. 

DEAR SENATOR LEHMAN: I listened with great interest to your testimony on 
the Niagara bills before the committee of the House on public works on Friday, 
June 10. It is regrettable that you were unable to remain for my appearance 
which followed yours. For that reason, I am taking the liberty of enclosing a 
copy of my presentation. 

Mindful of the time and energy you have devoted to this Niagara problem, I 
am confident that you will welcome 1 or 2 observations which I feel impelled to 
make. In testifying, you stated that the great body of unionists would be in 
favor of public development of Niagara, and you mentioned the International 
Ladies’ Garment Workers Union, AFL, and the Amalgamated Clothing Workers 
Union, CIO, as illustrations of this fact. There are two readily apparent weak- 
nesses in that statement. 

In the first place, needleworkers do not work in the electric light and power 
field and it is not their wages, hours, and working conditions that are at stake. 
Knowing the native prudence and hard-earned thrift of most of the workers in 
the garment trades, I am sure that they would be the first “to arms” if their 
interests were directly affected. I don’t think any of them would be too happy 
if they actually knew that part of their tax payments are being used to pay part 
of the electric-light bill for people in other areas whom they have never seen. 

In the second place, each and every needleworker has not been given the facts. 
In contrast, however, the communication lines have been set up in the electrical 
unions. On this vital question, ours is an informed and Vigilant membership. 
Because of my many appearances before governmental bodies, the record shows 
that the position taken by the Utility Workers Union of America, CIO, is known 
by every member of our union throughout the United States. This is also true of 
the International Brotherhood of Electrical Workers, AFL. Our combined men- 
bership is in excess of 700,000 in every major city, in every industrial center 
and in every State of the Union. 

It is imperative that you and all other legislators involved realize that our 
position was arrived at as a result of official meetings, conferencés, and con- 
ventions. The unanimous votes of our membership, resulting in scores of peti- 
tions and resolutions, were made possible because of the bitter experience our 
membership and our union, as a whole, have bad in attempting to live with 
and work with Government power projects at the Federal, State, and local level. 
Annexed hereto is a list of 44 labor bodies in the State of New York and else- 
where who share our opinion. 

On September 20, 1951, you and I both appeared before the House Committee 
on Public Works and testified on the same Niagara project. The record of that 
hearing contains statements by you which show that you were then very mindful 
of the basic objections which my union has to Government operation in the light 
and power industry. On the record, you said that our valid and weighty objec- 
tion that workers on Government power projects were not covered by the pro- 
visions of either the Davis-Bacon Act or the Walsh-Healey Act could be met with 
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new legislation—that legislative means could be found to insure genuine collec- 
tive bargaining for such workers—and you also added that our objection on 
the question of taxes could be satisfactorily met. 

In addition to what the record contains, you told me in the corridor on that 
same day, after the hearing, that legislation could be designed to meet our ob- 
jections to the then Lehman-Roosevelt bill. Almost 4 years have passed and you 
have done nothing. Your current bill makes no reference to our problems and 
in your lengthly appearance on Friday you said nothing about them. 

In the true spirit of fashioning a better democracy, I welcome the conflict 
of ideas and objectives which is an essential part of our system of government. 
I would not, however, like to feel that you regard our objectives on such issues 
as wages, hours, and working conditions—true collective bargaining and equita- 
ble taxes as beneath your notice and attention. 

So that there can be no misunderstanding of our position and purpose, I am 
sending a copy of this letter to each member of the Public Works Committee of 
the House of Representatives. 

Respectfully yours, 
ANDREW J. MCMAHON, 
President. 


Exuisit B 
Unitep STates SENATE, 
Washington, D. C., June 29, 1555. 
Mr. ANDREW J. McManon, 
President, Utility Workers Union of America, 
New York 19, N. Y. 

Dear Mr. McMaAnon: I have your lengthy letter of June 11 and regret that 
I have delayed in answering it. I appreciate very much, of course, your thought- 
fulness in writing me at such length. 

I need not reassure you of my deep feelings of friendship for all branches of 
organized labor, even when my views differ from those of a particular union 
or group of unions. 

I am certainly aware of the position taken by your union, both locally and 
nationally, in recent years. I am also aware of the position which the CIO 
has taken nationally. I am sure I need not refer you to the proceedings of 
the 16th constitutional convention of the CIO held in Los Angeles on December 
9 last year. At that convention a resolution was passed which is certainly 
in accord with the position that I have taken on public-power legislation. 
While I know, too, of the position taken by the IBEW, and of certain other unions, 
I do not think that you can challenge the fact that the majority of the unions 
in New York State, and nationally—where they have taken a position—have 
taken a position in favor of public-power development. I need only mention 
such unions as the chemical workers union, the machinists union, the auto 
workers, the textile workers, the amalgamated clothing workers, and many 
others—with memberships totaling several millions. 

As for my discussion with you in 1951 concerning the desirability of attaching 
the public-power legislation adequate safeguards of the interests of the labor 
employed in the construction and operation of public-power works, I would 
still hike very much to see such provisions enacted. As a matter of fact, I 
tried for a long time to get Mr. Dan Tracy, of the IBEW, to suggest some 
appropriate legislative language to achieve the purposes I have had in mind. 
No such proposals were ever submitted to me. 

I have worked independently on this subject but have generally been advised 
by legal counsel that the best approach would be. through separate legislation 
covering the whole field of public-power projects. 

I would be glad to receive a set of legislative proposals from your union. 
It would be necessary, of course, to get as many as possible of the public-interest 
organizations committed to a common approach on this matter. I should think 
that instead of expending your energies in opposition to public power you would 
try to mobilize the maximum amount of support for a concrete proposal that 
would meet your complaints on all public-power projects throughout the country. 

I will be glad to hear from you further about this matter. 

I understand that you sent a copy of your letter to me to Congressman Alger, 
of Texas, who thereupon wrote to me. I am enclosing herewith for your infor- 
mation a copy of my reply to him. 

With kind regards I am. 

Yours very sincerely, 


HERBERT H. LEHMAN. 
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Senator Kerr. Mr. MacGregor, will you come forward! We are 
glad to have you. 

How do you spell your name, sir? 

Mr. MacGreoor. M-a-c-G-r-e-g-o-r. 

Senator Kerr. There is a slight typographical error here and I am 
glad to have it cleared up because [I had never heard of MacGrebor. 
But I have long heard that where MacGregor sits is the head of the 
table. You may proceed. 


STATEMENT OF ROBERT W. MacGREGOR, VICE PRESIDENT, NEW 
YORK STATE ASSOCIATION OF ELECTRICAL WORKERS OF THE 
AMERICAN FEDERATION OF LABOR 


Mr. MacGrecor. My name is Robert W. MacGregor. My address 
is 476 South Broadway, Hicksville, Long Island, N. Y. 

I am vice president of the New York State Association of Electrical 
Workers, an affiliate of the American Federation of Labor. 

I appear before and make this statement to this honorable subcom- 
mittee as the official representative of that association which com- 
prises 100,000 members of the International Brotherhood of Electrical 
Workers of the AFL. 

I am appearing here in opposition to S. 1823 generally known as the 
Lehman bill. 

While as the representative of the New York State Association of 
Electrical Workers, AFL, I am specifically opposing the Lehman 
bill, I would like respectfully to state with emphasis to this honorable 
subcommittee that the association vigorously opposes not only S. 1823 
but any and all bills which would grant the Niagara license to any 
Federal, State, or other governmental power authorities or agencies 
whether or not such license contains the so-called preference clause. 

This is not the first time I have appeared before committees of the 
Congress on this matter. I exercised that privilege at hearings of 
various committees on the development of electric power both on the 
St. Lawrence and the Niagara Rivers in previous sessions. 

In detail, I then presented the reasons why the New York Associa- 
tion of Electrical Workers, AFL, its parent body, the International 
Brotherhood of Electrical Workers, AFL, and dozens of other union 
bodies opposed Federal or State development. Time will not permit 
me the full particulars of those objections. They are a matter of 
record in the pertinent reports of the Congress. 

Let me point to the State of New York. 

On the statute books is a law called the Condon-Wadlin Act. No 
matter how bad conditions may get; no matter how arbitrary the 
labor policy or actions of any bureaucrat in any body or agency of the 
State may be, no employee may resort to the last remedy of the free 
workingmen—the strike. 

When at the hearings held in previous sessions of the Congress, 
I detailed the antilabor bias of governmental agencies of all kinds 
some of the honorable members of the committee were shocked, some 
incredulous. The consensus of many members, sincere in their belief 
that electric power should be publicly developed and owned, was that 
while such conditions might have prevailed in the past they could not 
occur again. 
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If I must mention my own skepticism at the time, I do so because 
they were wrong and I was right. 

It happened again and at the hands of that same Power Authority 
of the State of New York to whom S. 1823 and related bills would 
grant the license to develop power on the Niagara River. 

Both friend and foe of public power at the hearings on the first 
contracts for St. Lawrence power negotiated by the Power Authority 
of the State of New York unanimously agreed that the main one of 
these contracts—that with the Aluminum Company of America—con- 
tained what on its face was a strikebreaking clause. 

Senator Herbert H. Lehman, of New York, himself a stanch 
public-power advocate, in published reports, agreed. 

Under this contract while Alcoa was obligated to pay for 174,000 
kilowatts of firm power “irrespective of whether or not all 174,000 
kilowatts can be utilized by Alcoa, * * *” the company had an out 
in case of “strike, lockout, or other labor dispute involving Alcoa.” 

In that case Alcoa was obligated to pay only 50 pret of the 
charges for such power during the existence of a strike, lockout, or 
other labor dispute. 

The plain English of the provision certainly said that Alcoa was 
relieved of 50 percent of its contractual firm payments to the power 
authority during the existence of a labor dispute. Both friend and 
foe of public power agreed that would help strikebreaking. 

That the unions, by solid protest to Governor Harriman, were able 
to eliminate this provision is beside the point; that it appeared in the 
original contract is the significant fact. 

The Power Authority of the State of New York, just as every 
other Federal, State, regional, and local public power body, thinks 
of its alleged savings first, of the men and women who must work 
for it last. 

Most of the other unions who spotted this obvious strikebreaking 
clause in the Alcoa contract are novices in their dealings with public 
power bodies. 

The International Brotherhood of Electrical Workers, AFL, are 
experts. We have had to live and work with them for 20 years. We 
know all the gimmicks, 

They saw the obvious but they missed the weasel words which long 
and bitter experience has taught us to look for. 

Because there is another and more effective antilabor clause in the 
standard contract of the Power Authority of the State of New York. 

It is perfectly fair to interpret “uncontrollable force” and “emer- 
gency” and “extraordinary condition” as being in practice synony- 
mous. 

In our analysis of two other of the contracts for St. Lawrence power 
negotiated by the Power Authority of the State of New York, those 
with the city of Plattsburg, N. Y., and with the United States Air 
Force base in the same city, we found in both a most. extraordinary 
proviso. 

It is section M of the general power provisions. That section reads: 

If, in the maintenance of their respective power systems and/or electrical 
equipment and the utilization thereof for the purposes of this contract, it be- 


comes necessary by reason of any emergency or extraordinary condition for 
either party to request the other to furnish personnel, materials, tools, and equip- 
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ment for the accomplishment thereof, the party so requested shall cooperate with 
the other and render such assistance as the party so requested may determine 
to be available. 

Since this clause is also in the Alcoa contract we assume it will be a 
standard clause in all authority contracts. 

Under it it seems obvious to us that one party would be required to 
supply the other with personnel to replace its own employees who are 
absent from work because of the extraordinary conditions of a strike. 

That is another strikebreaking clause. 

Any other interpretation seems impossible because of a further 
revealing fact. 

That clause is specifically made inapplicable in the contract for St. 
Lawrence power between the Power Authority of the State of New 
York and the Public Service Commission of the State of Vermont. 

Why not? I do not think that we are overly suspicious when we 
believe the reason is that the Byrnes Act makes it a Federal crime to 
transport strikebreakers across a State line and for such strikebreakers 
to cross one. 

If there were any real advantage—and I stress “real” to the public 
as a whole in S. 1823 and similar bills, 1 am sure the electrical workers 
would subordinate their interests to the good of the whole. 

My organization has studied and analyzed public power projects for 
many years. The one and only argument of their proponents we can 
find is cheaper rates to the direct consumer of their power. 

Flood control, navigation, and irrigation are also strenuously put 
forth. We can ignore anything but rates in this case. 

The only argument here is cheaper rates. None of the other factors 
is present at Niagara. 

This is particularly pertinent before this Flood Control Subcom- 
mittee. There is no flood control, nor navigation involved in the 
Niagara project. 

The Power Authority of the State of New York through Mr. 
Robert Moses testified in favor of the development of the Niagara 
River by the State of New York before the full Senate Public Works 
Committee in the last session of the Congress. It presented an im- 
pressive amount of savings which would accrue if the authority han- 
dled that development instead of private companies. 

We did not have to analyze that statement to find out where the 
savings came from. The testimony itself showed the sources. 

They all arose from lower interest on completely tax-exempt bonds 
from State and Federal tax exemption on ea*nings and no specific 
obligation to pay local property taxes. 

We said so at the time and in that connection I would like to call 
the attention of the members of this subcommittee to an advertisement 
which appeared some months ago on the financial pages of leading 
papers. 

It was inserted by Halsey, Stuart & Co., one of the largest and 
wealthiest Wall Street investment banking firms. 

I would be glad to furnish each member of this subcommittee with 
a copy. 

I quote from it in part: 

Heading: 3.10 percent tax free yield from New York State Power 
Authority bonds. 











112 NIAGARA RIVER POWER PROJECT 


Extracts: A tax-exempt return equal to a taxable yield of 7.56 per- 
cent for the individual investor in the $25,000 Federal income-tax 
bracket. 

We admit that this advertisement backs up the authority’s claim 
that it can save money through its tax exemption. 

Not only does the power authority save money but lots of other 
people can save money, too. 

Who are these people? Halsey, Stuart & Co. are kind enough to 
give us the answer. 

They are the people in the $25,000 and higher Federal and State 
income brackets. 

If they make more than $25,000, they can save even more. The 
small fry just don’t rate. 

All they do is pay the taxes that the $25,000-and-over income people 
get out of paying when they buy these bonds. 

You see, gentlemen, the laboring people I represent don’t make 
$25,000 a year, or even one-fifth of it. 

If we can save a dollar, we get 234 percent in a savings bank and 
on that we pay taxes. We don’t feel that helping the rich to avoid 
taxes represents an overriding public interest that would keep us 
from expressing vigorous opposition as decent American taxpaying 
workers. 

Senator Kerr. May I ask you a question / 

Bear in mind that I appreciate the presentation of your views and 
you are doing a very able job of it. I just wonder if there would be 
anything to keep you from putting whatever amount of money you 
had to put in a savings bank at 234 percent interest into the bonds 
that you refer to where the interest rate was 3.10 percent and on which 
there were no taxes / 

Mr. MacGreeor. I am not a financial expert. 

Senator Kerr. Is there anything to keep you from putting your 
money into some of those bonds*instead of in a savings bank ? 

Mr. MacGrecor. I believe it would be a little difficult for the smaller 
investors to get their hands on those bonds. I am not a financial 
expert, so I don’t know. 

Senator Kerr. I notice you read that there was an advertisement in 
the Wall Street Journal of these bonds for sale. I presume they would 
sell them to anybody who wanted to buy them ? 

Mr. MaoGrecor. I am not positive of that, Mr. Chairman. 

Senator Kerr. You know of no attitude on their part to decline to 
sell them to anybody who wanted to buy them ? 

Mr. MacGrecor. That I don’t know. 

Senator Kerr. So far as you know there was none? 

Mr. MacGreeor. I beg your pardon ? 

Senator Kerr. If there was one, you do not know of it ? 

Mr. MacGrecor. No. 

Senator Hruska. Mr. Witness, may I ask, are not those bonds sold 
in denominations of $1,000? 

Mr. MacGreeor. I believe so but I am not positive. 

Senator Hruska. Do you know if they have any installment pur- 
chase contracts whereby a worker can come in and make $2 or $5 or 
$100 payments to accommodate smaller investors, on $1,000 bonds? 

Mr. MacGrecor. If I would be permitted to do so, I could secure 
that information and supply it to the committee. 
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(The information requested is as follows :) 


INTERNATIONAL BROTHERHOOD OF 
ELECTRICAL WorKERS, LOCAL UNION 1049, 
Hicksville, N. Y., July 26, 1955. 
Senator Rogert S. Kerr, 
Chairman, Flood Control Subcommittee, 
Senate Office Building, Washington, D. C. 


DearR SENATOR Kerk: You will perhaps recall that when I appeared before 
your subcommittee on July 14 on the question of electric power at Niagara, I 
was asked to submit additional information, which I am now doing: 

Question. Why didn’t the electrical workers buy some of the New York State 
Power Authority bonds? 

Answer. The reply to that is furnished, in the main, by a copy of the adver- 
tisement which Halsey, Stuart published when these bonds were being sold, 
a copy of which I am enclosing and parts of which I have taken the liberty to 
italicize. 

Because the issue was designed to be attractive to people with incomes over 
$25,000 a year, the lowest denomination in which these bonds were issued was 
$1,000. 

Electrical workers, and as far as I know, no other workers, have that much 
money to invest at one clip. 

Even if they have a nestegg of that amount in a savings bank or in E-bonds, 
they are too unfamiliar with the mechanics of the security markets and with 
security values generally to plunge into what is to them the unknown with all 
their savings in one basket. 

I submit respectfully that the following advertisement is so worded as further 
to scare them off. 

It is a rich man’s issue whose description is obviously worded to attract the 
tax avoider, not the workingmen. 


[ Advertisement ] 
3.10 PERCENT TAX-FREE YIELD From New York STate PoWeR AUTHORITY BONDS 


Priced to yield up to 3.10 percent to maturity—a tarc-erempt return equal to 
a taxable vield of 7.56 percent for the individual investor in the $25,000 Federal 
income-tax bracket. 


POWER AUTHORITY OF THE STATE OF NEW YORK—GENERAL REVENUE BONDS, SERIES A 
(Redeemable beginning January 1, 1963) 


3.20 percent term bonds, due 1995: Priced to yield approximately 3.10 percent 
2.20 percent to 2.70 percent serial bonds, due 1966 to 1973, priced to yield 2.20 
percent to 2.65 percent. 

The purpose of the issue is to finance the authority’s share of construction costs 
of a St. Lawrence River 1,880,000 kilowatt hydroelectric power project being 
built jointly with the Hydro-Electric Power Commission of Ontario. The princi- 
pal market area for the authority’s share of the power is expected to be northern 
and central New York State and the eastern portion of the State as far south 
as the Newburgh-Beacon-Poughkeepsie area. 

Interest erempt from present New York State as well as Federal income tares. 
Legal investments for savings banks and corporate fiduciaries in New York State. 

Send for fully documented official statement and for our up-to-date tax chart 
showing the yield advantages of tax-exempt bonds in your income bracket. 


HALSEY, STUART & CO, INC. 


55 Wall Street, New York 5; 123 South La Salle Street, Chicago 90; and other 
principal cities 


Question. Can you supply wage data showing that the worker is worse off 
when employed by a governmental utility body than when he works for a 
privately owned utility company? 

Answer. Yes, and right in the State of New York. In my testimony at the 
joint hearings before the Subcommittee on Flood Control and Rivers and Harbors 
of the Committee on Public Works, both of the Senate and House May 14, 1953, 
I said: 
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“TI will quote just one further item in this balance sheet and that is very 
important to the men of the IBEW whom I represent. It is: How does the 
employee fare under public ownership in comparison with his position in the 
privately-owned utility companies? As item 6, I present the current hourly 
wage rates of the Jamestown Municipal Power Co. and those of the privately- 
owned Niagara Mohawk Power Co. which operates in the same general territory, 
which are shown in detail in exhibit B, attached. This exhibit demonstrates 
that the wage rates of the private company are substantially higher than those 
of the government project. 

“Again the figures speak for themselves. Let me add further that my union 
can get no recognition from the Jamestown municipal power operation; that 
we cannot negotiate tenure and security; that jobs are at the whim of political 
appointees.” 

Exuisit B.—Basic hourly rates effective Feb. 1, 1953 


JAMESTOWN MUNICIPAL POWER 


OPERATION NrAGARA MoHAWK Power Corp. 

LD IR Ee wii attan oaks 2 22 peane foreman. ee 2.70 
ON EN eee 2401 nape foreman A.............. 2.475 
Lineman. (3d year) —._........ sc eI Oe arcsec eps 2. 26 
iéaneman (20 year) ..._........ RTD BB ondiieceerecneeines 1. 97 
Apprentice lineman____----~-- Be NN I ia ciicacins ennrigniacepialighensn'e 1. 805 
Groundman (1st year) -2--_-- 1.50} Driver groundman_____-_--_~_ 1. 805 
Labor. utiitymaen (ist year)... 1.220) SMDOre? une cniicnncnnnnccunne 1. 465 
Electric meter serviceman____~- Bn ee VND Foci cereenneneee 2. 06 
Street light patrolman______-_~_ 1. 80| Street light serviceman B_____ 1. 97 
Radio interference analyzer Test specialist A (month)_--_ 429. 00 

OUI os ee Se OE I cass cotta grein 2. 26 
Electrican B____- ts cae acti ANT CURA: Bais sre egtnm cient 1. 97 
SS Se ee a 1. 87 


The Jamestown, N. Y., municipal pewer operation was, up to that time, the 
largest government-run electric power operation in New York State. 

Also, while the wages shown are as of 2 years ago, relative wage rates have 
not changed in the intervening period. 

To refresh your memory let me repeat part of my testimony before the Flood 
Control Subcommittee, July 14, 1955: 

“There is another and more effective antilabor clause in the standard contract 
of the Power Authority of the State of New York. 

“It is perfectly fair to interpret ‘uncontrollable force’ and ‘emergency’ and 
‘extraordinary condition’ as being in practice Synonymous. 

“It is section M of the General Power Provisions. That section reads: ‘Tf, 
in the maintenance of their respective power systems and/or electrical equipment 
and the utilization thereof for the purposes of this contract, it becomes neces- 
sary by reason of any emergency or extraordinary condition for either party to 
request the other to furnish personnel, materials, tools, and equipment for the 
accomplishment thereof, the party so requested shall cooperate with the other and 
render such assistance as the party so requested may determine to be available.” 
[Italics mine. ] 

“Under it it seems obvious to us that one party would be required to supply 
the other with personnel to replace its own employees who are absent from work 
because of the extraordinary condition of a strike. 

“That is another strikebreaking clause. 

“Any other interpretation seems impossible because of a further revealing fact. 

“That clause is specifically made inapplicable in the contract for St. Lawrence 
power between the Power Authority of the State of New York and the Public 
Service Commission of the State of Vermont. 

“Why not? I do not think that we are overly suspicious when we believe the 
reason is that the Byrnes Act makes it a Federal crime to transport strike- 
breakers across a State line and for such strikebreakers to cross one.” 

Question. Is the provision for the reciprocal supply of personnel in other 
Power Authority of the State of New York contracts? 

Answer. So far four contracts have been negotiated or are in negotiation. 
They are with— 

. The Aluminum Co. of America. 

. The city of Plattsburg, N. Y. 

. The United States Air Force base at Plattsburg, N. Y. 
. The Vermont Public Service Commission. 
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Section M of the General Power Provision is in all four. These general power 
provisions are included as standard provisions. 

But, while section M appears in the contract with the Vermont Public Service 
Commission, it is specifically made inapplicable by article VII of this contract 
Our legal opinion is that this clause is made inapplicable only because of the 
Byrnes Act. 

Thank you very much for giving me the opportunity to present this additional 
information. 

Very truly yours. 
Rosert W. MAcGRrecor, 
Vice President, New York State Association of Electrical Workers 

Senator Kerr. Fine. It would be wholesome and healthful to both 
you and the committee and to our good friend from Nebraska to find 
that oftentimes those denominations are denominations of $100. 

Senator Hruska. I did not know if they were. 

Senator Kerr. I do not know about these. 

All right; proceed, Mr. Witness. 

Mr. MacGreeor. So we feel we are fully justified in pressing our 
rights and interests as workers. 

Those rights and interests are best preserved when we work for 
the privately owned utility companies; worst when we work for gov- 
ernmental agencies. 

Twenty years and more ago the International Brotherhood of Elec- 
trical Workers, AFL, was one of the first and most vigorous of public 
power proponents. 

Bitter experience with public power projects changed our minds. 
So much so that our late and honored president, Mr. Dan Tracy, some 
5 years ago stated that while he had at one time favored public power 
projects as a yardstick, now they in turn needed a yardstick. 

On that basis he oppesed their extension and the IBEW in conven- 
tion unanimously agreed with him. 

As taxpayers we oppose the use of our own money to promote 
scabbing and strikebreaking against us as union workers. 

As the representative of the New York State Association of Elec- 
trical Workers, AFL, I respectfully request your support of 5S. 6, 
generally known as the Capehart bill, which will give to private 
companies under the ample safeguards of that bill the license to de- 
velop the electric potential of the Niagara River 

In closing, if 1 may, Mr. Chairman, there has been some mention 
made that other unions will testify in favor of the State authority 
bill here. I would like to mention briefly in passing that in our 
opinion they probably are very sincere, but we do not believe that 
the textile workers, the clothing workers, the chemical workers, or 
any of the others in those fields understand this problem as much as 
we do. We have lived with it and we have done a great deal of re- 
search on it so that we think that they have been misguided. They 
have not heard the whole story yet. We did not know the whole 
story ourselves. We favored public power at one time, too, until we 
really got into it and heard the whole story. 

So I think they will some day change their minds, also. 

I would also like, in passing, to insert this comment: Senator Leh- 
man at the hearings before the Public Works Committee mentioned 
that the unions who were testifying for the private bill were prob- 
ably sincere but thev did not represent the major ity of the people of 
the State of New York, the thinking of the majority of the people 














116 NIAGARA RIVER POWER PROJECT 


of the State of New York, and in getting this point across he men- 
tioned the only Republican to win. 

Senator Kerr. He mentioned what? 

Mr. MacGrecor. He mentioned in getting his point over that the 
only Republican to win in the State of New York in this last elec- 
tion was Mr. Javits and he said that Mr. Javits had voted for the 
public bills in the House. 

He neglected to mention—I thought he overlooked a very significant 
fact that the two proponents of public power projects, Senator Ives 
and Congressman Roosevelt, both were defeated. I think that is a lot 
more significant than the fact that Mr. Javits was elected. 

Senator Kerr. Who was elected Governor of New York? 

Mr. MacGrecor. Mr. Harriman. 

Senator Kerr. What is his position on this? 

Mr. MacGrecor. He at the present time has indicated he is in favor 
of the State power authority. But I am talking about the bills that 
have been submitted in Congress by Senator Ives and Representative 
Roosevelt. 

Senator Kerr. Did Mr. Harriman make his view on this matter 
known in his campaign for the governorship / 

Mr. MacGreeor. I don’t believe so. 

Senator Kerr. Who opposed him ? 

Mr. MacGrecor. Senator Ives. 

Senator Kerr. What was his position on it? 

Mr. MacGrecor. He introduced a bill for the State development. 

Senator Kerr. He is also for it 

Mr. MacGrecor. He last year and the previous year introduced a 
bill in the Senate for the State authority to develop the project. 

Senator Kerr. Thank you very much, Mr. MacGregor. We appre- 
ciate your statement. 

Senator Symrneron. Mr. Chairman, I would like to ask several 
questions, if I may. 

Senator Kerr (presiding). Senator Symington 

Senator SymineTon. In your statement, you bring up the factor of 
Alcoa having its rate cut 50 percent. That is in case there was a strike 
or lockout or other labor disputes. Just as a matter of interest, does 
that mean there could be a disagreement without a strike in which 
their rates would be cut 50 percent? 

Mr. MacGrecor. That is correct, but I understand that has been 
changed because of protests raised by the unions and also by Senator 
Lehman himself. 

Senator Symrneron. I have been interested in the activities of this 
company for some time. What justification did they give for making 
such a contract ; do you know the details of that? What was the rea- 
son that they were going to pay only half, or 174,000 kilowatts, in case 
of a labor dispute, which, on the basis of the quotation you have here, 
was neither a strike nor a lockout? Do you know that? 

Mr. MacGreeor. How they arrived at that, I do not know. 

Senator Kerr. If I understand you, and you may correct me if I 
am in error, that provision was in the contract to cover such time as 
they were not taking or using power, and the provision fixed it so 
that when they were not taking any power they would only pay for 
half of the load they had contracted to take, instead of all of it, in 
view of the fact that they would not be using any during that period. 
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Mr. MacGreeor. That is right. That was a matter for contract 
negotiations between Alcoa and the State authority. 

Senator Symrneton. Do you know the definition of “other labor 
dispute” as against “strike or lockout” that was involved in this 
contract ? 

Mr. MacGrecor. I think it is a little ambiguous to be positive about 
what it does mean. 

Senator Symineton. Up here you talk about a contract with other 
people, including the town of Plattsburg, and the Air Force, and 
there is this extraordinary proviso. Is that extraordinary proviso 
still in the contract, at the top of page 3? 

Mr. MacGrecor. Yes. 

Senator Symrnetron. And they are also in the Alcoa contract ? 

Mr. MacGrecor. They are. 

Senator Symrneton. You have made certain assumptions with re- 
spect to the significance, or more specifically, a direct interpretation 
of what that clause means. Have you any legal opinion on that, or 
correspondence to show that that is right ? 

Mr. MacGrecor. I brought that question up at a public hearing 
held by the New York State Power Authority in New York City, on 
these contracts, and neither Chairman Moses nor any of his committee 
denied the fact or disputed the fact. 

Senator Symrneton. Did you ask him the question, or did they 
answer it, or is it just the fact that it was in the record and they 
made no comment on it ? 

Mr. MacGrecor. One of the members of the committee made some 
comment to the effect that in his opinion he believed that was in the 
contract between the Federal Government, also—the Federal power 
contracts. 

Senator Symrxctron. Then you made a comment with respect to the 
different cause of the Byrnes Act, with respect to the relationship of 
St. Lawrence power and the State of Vermont. You make assump- 
tions, here, and I do not say that they are not right, but I do think 
it would be well, and I ask you therefore, subject to the approval of 
the chairman, to furnish anything to justify the assumptions that you 
make on these points. 

Will you do that after reading the record ? 

Mr. MacGreeor. Yes, sir. 

Senator Symrneton. Mr. Chairman, is that in order? 

Senator Kerr. Yes. 

Senator Symineton. Now, I would like to ask one further question : 
Do you find that your employees working in public power installa- 
tions, because of your lack of what you feel is a normal relationship— 
for example, your right to strike—do you find that your members are 
paid less money than members doing the same or similar work, who 
work for private utilities ? 

Mr. MacGrecor. That is correct. 

Senator Symrneton. What percentage? Have you any charts to 
show, or any record as to what percentage of pay, less, your members 
get working for public utilities than those get who work for private 
utilities?) What percentage would you say that is? 

Mr. MacGrecor. That depends on the State. 

Senator Symrneton. Take the State of New York. You represent 
the people operating in New York. What is the percentage there? 
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Mr. MacGrecor. A few years ago, about 2 years ago, we submitted 
testimony showing the actual differential in cents. Now, we could 
bring that up to date and refurnish it. 

Senator Symineron. What was it 2 years ago when you fur- 
nished it ? 


th 
Mr. MacGregor. About 20 cents an hour. el 


Senator Symineron. About 20 cents an hour less, a man got, who 
worked for State power and public power as against the fellow work- 
ing for private power? 

Mr. MacGregor. That is right. 

Senator Symineron. Both members of the same union ? 





Mr. MacGrecor. That is right. W 
Senator Symineton. About 20 cents? Oo 
Mr. MacGrecor. Right. 
Senator Symineton. What were the rates in question ? I 
Mr. MacGregor. Well, we used the | 
Senator Symineron. You have 20 cents, here. What was the top } 
rate and what was the bottom rate, in dollars and cents? 
Mr. MacGrecor. At that time, it was probably about $2.40 as 


against $2.20, : 

Senator Symineron. $2.40 an hour as against $2.20 an hour? | 

Mr. MacGrecor. Right. 

Senator Symineton. Therefore, the basic reason that you are before : 
this committee, as I understand your testimony, is that if you had 
private power you could get them up to whatever it is, today, and if 
it is a public-power development, these people will automatically 
receive less money because you do not have adequate bargaining 
representation in the relationship; is that correct ? 

Mr. MacGreeor. That is right. We also found something else 
while we were making this survey, and coming closer to home and my 
own territory: There are two municipal powerplants where the same 
wage differential exists, and in analyzing their rates, we have dis- 
covered that they paid the same taxes as the private company. Their 
rates to the consumer would be much higher, even if they still paid the 
much lower wage rate, so we could gather from that, that the private 
companies can do a better and cheaper job, if they are properly regu- 
lated as they should be. 

Senator Symineron. You feel it is because of the relative efficiency 
of the private company that your employees get less money instead 
of the fact that you do not have the normal bargaining rights of a 
union; is that correct? 

Mr. MacGreeor. I did not get the first part of your question. 

Senator Symineron. You extended my question in your answer. 
You stated, as I understand it, that you believe that the private com- 
pany can pay more because it is more efficient. Is that correct ? 

Mr. MacGreeor. Yes. 

Senator Symincron. Then the question is not one of the fact that 
you have not got a normal bargaining position with the public-power 
people, it is the fact that the private-power people are more efficient ; 
is that right? 

Mr. MacGreeor. I think both conditions exist there. 

Senator Symrineron. What do you mean by both? Are you argu- 
ing here today for better labor rights and representation, or are you 
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arguing for private power, because you think that is a more efficient 
way of ¢ doing it, or are you arguing for both! 

Mr. MacGrecor. Both, because actually we are consumers, also, as 
well as employees of these power projec ts. We are also consumers of 
the power, so we are interested in lower rates, Just as well as anything 
else. 

Senator Symrneton. Thank you, Mr. Chairman. 

Senator Kerr. Thank you, Senator Symington. 

Senator Neuberger. 

Senator Nevpercer. Thank you, Mr. Chairman. 

Do you think it is possible to receive adequate wages and decent 
weeny Cesena from a public body, whether it is municipal, State, 

r Feder ‘al, in the operation of power f 

"Mr, MacGrecor. It is possible, but it has not been probable in a 
lot of our experience, and that is the reason we changed our national 
policies and got away from being public power proponents, to the 
point where now we are opposed to ) public power projects. 

Senator Neusercer. Do you think the thing for your group to do 
is to work for a change, perhaps, in bargaining methods with public 
agencies, rather than to oppose public power ¢ Which do you think 
is the proper alternative for your organization ? 

Mr. MacGregor. From a strictly selfish standpoint, for our own 
organization, then it would mean probably a change in bargaining 
tactics or procedures. But, to get away from our own selfish interests 
and to look at it from the standpoint of the public as a whole, then 
we believe that still the private companies can do a better and cheaper 
job. 

Senator Nevpercer. Do you think it is possible that postal em- 
ployees might have better working conditions if the Post Office were 
run by private industry ? 

Mr. MacGrecor. I do not think that you can compare the Post 
Office with the electric utility industry, at ‘all. I know that that com- 
parison has been made, and it seems there is no possibility of compari- 
son, there. 

Senator Kerr. Why? 

Mr. MacGrecor. Take the electrical industry for a moment: It is 
a well-known fact that in the last 10 years, while all other costs have 
risen, including costs in the Post Office Department, the rates to the 
consumer from the private electric utility industry has stayed about 
the same or gone down, which indicates that a good i » has been done. 

As far as the Post Office services are concerned, it is an interna- 
tional problem. It crosses international boundaries ‘a there are a 
lot of complexities there that you do not have in the utility business. 

Senator Kerr. You know that the postal business in this country 
originally was run by private operation, do you not ? 

Mr. MacGrecor. Yes, sir. 


Senator Nevupercer. I want to ask one other question, if I can, Mr. 
Chairman. 

In the State of New York, are there quite a few public waterworks 
where the water supply of a community is supplied by a municipal 
system ¢ 


Mr. MacGrecor. There are. What the number is, I do not know. 
I know there are some. 
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Senator Neupercer. There would be probably more of these public 
waterworks than private, would there not? 

Mr. MacGregor. I would not know. 

Senator Neupercer. Are there men working in the waterworks who. 
are organized ¢ 

Mr. MacGregor. Yes. 

Senator Neusercer. Would you think they would have better work- 
ing conditions if the waterworks were in private hands? 

Mr. MacGrecor. When I look at some of their contracts, 1 cannot 
see how they could possibly do any worse. They have some very bad 
contracts, 

Senator Neupercer. Is your organization working for private op- 
eration of water systems ¢ 

Mr. MacGregor. We have not taken any position on that, and I 
feel the same way about that as I think perhaps the seafarers and the 
clothing workers and so on, should take on this particular problem. 
We are not connected with it; we are not familiar with it; we do not 
know the facts, and we are talking out of turn when we talk about it. 
We are not expert witnesses when we get into the water business. 

Senator Neusercer. The thing I do not understand is this: I am 
glad you are here to uphold the interests of your workers, which is 
your job, but if the people in the waterworks can perhaps be benefited 
as to working conditions and wages by having private operation of the 
waterworks, why is there not some labor organization working for 
that ? 

Mr. MacGreeor. As I say, that is their problem. I do not know. 
I do not think that you have the same problem as you do in this Gov- 
ernment electric-energy type of case. 

Senator NEUBERGER. Why is there a difference between sending 
water into a house in a pipe, or sending water into a house in a wire? 

Senator Symineron. In a what? 

Senator Neupercer. Ina wire. After all, Niagara Falls is sending | 








water into a house through a wire. 

Mr. MacGrecor. There are several basic differences. You do not 
manufacture the water in a wire. The water comes in in its natural 
state. Right there, there is a lot of work involved in generating and 
transmitting electricity. Again, in the water business—I am not an 
expert on this—they have a lot of small companies, local companies, 
tax districts and such, which handle that, whereas with electric com- 
panies they spread out over a much wider area. There are a lot of 
differences between the two. 

Senator Kerr. More people use electricity than do water / 

Mr. MacGreeor. I imagine it would be the other way around. 
There are some people who do not use electricity but they do use 
water. 

Senator Neusercer. If anything, the water is the more important, 
is it not, because you put that into your body—men, women, and chil- 
dren. If private industry is more efficient, why should they not handle 
this, which has-a direct bearing on the health of every American? 
Which is the most important thing there is to any person, his or her 
health. 

Mr. MacGrecor. I really do not know, Senator. As I said, and I 
believe Senator Capehart mentioned this before, that these power 
projects should be determined on their merits. What might be true 
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in your State, I do not think necessarily is true in New York State, 
and the same thing would apply to any comparisons between an elec 

tric utility and a water utility, I think that there, again, it would 
have to be judged on the merits. 

Senator Neusercer. There is just one thing you said that I would 
like to disagree with. I would think there is more manufacturing in 
the water than there is in the power. 

I have gone through waterworks, and I have gone through power 
plants. The water has to be assured of being pure and sanitary. It 
has to be treated. In a powerplant, proportionately, the river drops 
through the penstocks and turns a wheel. The power is transformed 
in a transformer field and put in a wire, and that is it. And yet, you 
make a great philosophical difference between one and the other. and 
I still do not understand why some organization of labor organization 
people is not working for private operation of these waterworks, to 
insure better wages and working conditions for the not inconsiderable 
number of employees in those plants. 

Mr. MacGregor. Well, the type of electric plant that you are talking 
about is a hydroelectric plant. 

Senator Neupercer. That is what is at issue in this Niagara bill, 
a hydroelectric plant. 

Mr. MacGregor. We cannot overlook the fact that the great amount 
of electricity generated in this country, today, is gener rated in steam 
plants and not hydroelectric facilities. 

Senator Neupercer. But that is not the issue in S. 6 and S. 1823, 
Mr. MacGregor. 

Mr. MacGregor. I do not think you should lose sight of the fact 
that no matter who develops this project on the Niagara River, that 
that power is probably going to have to be firmed up “by steam pl: ints 
somewhere else in the State of New York. There will be ste: im plants 
coming into this just as there is in the Tennessee Valley situation, 
today. 

Senator Neusercer. I do not know that. 

I had always understood, Mr. Chairman, that the Niagara River, 
of all the great energy sources in the United States, had about the 
most dependable flow. 

Senator Kerr. The most even. 

Mr. MacGrecor. That is the evidence before the committee. 

Senator Neusercer. That is all the questions I have. 

Senator Symineron. Mr. Chairman, I would like to make one 
observation so that my questioning is not misunderstood : I believe the 
greatness of this economy is based on purchasing power at the base, 
and I understand in other industries—in fact, some of the labor people 
have been talking to me about it this week—that the tendency in 
the Government, once they control work, whether they control it 
through an author ity or whether they control it by being the domi- 
nant customer, the tendency is not to pay the going rate in the com- 
munity on Government work, and that, I think, is a very serious 
matter and one which the Congress may well want to look into in the 
future. 

I thank you for letting me make that observation. 

Senator Kerr. Thank you, Mr. MacGregor. 

Mr. MacGrecor. Thank you. 

Senator Kerr. Mr. Jack Curran, National CLO, 
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STATEMENT OF JACK CURRAN, VICE PRESIDENT, OIL, CHEMICAL, 
AND ATOMIC WORKERS INTERNATIONAL UNION, CIO, IN BEHALF 
OF NATIONAL CIO 


Mr. Curran. I am a resident of New York City. My address is 
172 North Eighth Street, Brooklyn 11, N. Y. 

Senator Kerr. You are a resident of New York City, and you live 7 
in Brooklyn ¢ " 

Mr. Curran. There is not much division between Brooklyn and New 
York, except for the waters of the East River. 

Senator Kerr. You mean it is only in baseball that that cleavage 
is very great? 

Mr. Curran. I would say so. Offhand, I would say so. That the 
rivalry merely exists over the New York Giants and the Brooklyn 
Dodgers, and it just rests right there. ' 

Senator Symineron. To clarify this point, may I ask which team 
Mr. Curran is for? 

Mr. Curran. I am for the Brooklyn Dodgers, of course. 

Senator Kerr. I would say that puts you in very good position with . 
this committee. | 

Mr. Curran. It is a very happy thought to start off the presenta- 
tion under those conditions, Mr. Chairman. 

I would like to, if I may, before reading the statement, Mr. Chair- 
man, state, too, that there is no problem with the position of the utility 
workers, as far as fighting for collective bargaining agreements are 
concerned, that are worthy of the name of ClO, and worthy of the 
workers who we represent. And we do not dispute the right of the 
utility workers to take a position on this important matter. And, as 
was professed here this morning by the representative of the utility 
workers, they have, on many occasions, come before the conventions 
of the CIO, and made that statement. And as it is their democratic 
right to take their position, it is also the democratic right of all of 
the other affiliates of the CIO, to vote against their position, which 
has been done in previous conventions of the CIO. 

I thought I would like to make that clear before going into the state- 
ment that I have here before me. 

Senator Kerr. We appreciate that and want you to know that we 
have assured them that we recognize the right of the various organi- 
zations to disagree and to vigorously pr esent their viewpoint. 

We thank the Divine Providence and Ruler of us all, that we live in 
a country that guarantees and protects the exercise of that privilege, 
and we welcome it here. 

You may proceed. 

Mr. Curran. Thank you, Mr. Chairman. 

The CIO reaffirms its support for public redevelopment of Niagara 
Falls power under legislation which will assure that maximum bene- 
fits from this great undertaking will flow to the largest numbers of 
people. 

We reject the pleas of self-seeking private power monopolists who 
come before the Congress pleading that it is the American way to let 





the fruits of this great national resource be plucked by the private 
power trust. 

We unmask these self-appointed “taxpaying” defenders of our com- 
petitive free enterprise system as subsidized monopolists, fattening 
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on certificates of necessity for rapid tax amortization, which a com- 
mittee of the Congress has aptly described as “the biggest bonanza to 
come down the Government pike.” 

We ignore the propaganda-fed stream of crocodile tears from per- 
haps well-meaning but certainly ill-informed persons and groups, who 
have been led to believe that the best interests of the American people 
can only be served at Niagara by laying down one of the great wonders 
of our continent on the altar of private utility greed. 

We remember with sorrow how legislation to authorize private ex- 
ploitation of this great national landmark was approved 2 years ago 
by the House of Representatives, and we remind the committee that 
Purcell L. Smith, the high-paid head of the private power com- 
panies’ Washington lobby, later told a newspaper reporter that the 
House had passed “our bill.” 

We recall, too, that last December, an official of one of the New 
York power companies—and a leader in Mr. Smith’s organization— 
was quoted in the press as stating that— 
we plan to reintroduce the bills as soon as Congress reconvenes. 


We view the issue of redevelopment of Niagara power from three 
separate yet interrelated approaches. First, the CIO is the spokes- 
man for industrial wage earners concerned with the economic wel- 
fare of the important area involved in this project. 

CIO also speaks for millions of electric consumers who could be 
benefited by this great project. And too, as a national organization 
with membership throughout the Nation, we must consider this prob- 
lem as it affects the welfare of the United States. 

Each of these approaches leads to the same answer: Niagara Falls 
power redevelopment should produce a vast new block of power at the 
lowest possible cost with its electric energy output marketed in a 
manner that will not only pass the direct benefits of this low-cost 
power directly to the consumers but also have the maximum effect in 
reducing power costs generally in the region. 

Low-cost public power from Niagara Falls marketed under the tra 
ditional American waterpower policies can bring great benefits to 
CIO members dependent upon the economic health of the area; to 
CIO members as electric consumers; and to CIO members as Amer- 
icans concerned with our national welfare and security. 

Public redevelopment of Niagara Falls power can assure low rates, 
but as the Congress has long recognized, public construction of hydro- 
electric projects does not in itself assure that the maximum benefits 
will be enjoyed by electric consumers. 

For this reason Congress since 1906, has consistently provided that 
the output of public power projects which it authorizes shall be mar- 
keted with a priority to consumer-owned electric utilities—local pub- 
lic power systems and rural electric cooperatives. 

Resolution No. 23, adopted at the 16th CIO Constitutional Con- 
vention in Los Angeles, December 9, 1954, states in part: 

The so-called preference clause is really an equality clause which enables 
small and ill-financial groups of consumers and isolated municipalities to provide 
electric current for themselves at decent rates by cutting through the bottle- 
necks in the privately owned electric power systems. 

The success of the preference clause as a matter of public policy is 
measured not only in the low rates enjoyed by electric consumers 
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served by public and cooperative electric systems in areas blessed 


with extensive hydroelectric developments but also in the low rates = 
paid by customers of private power companies serving in the same to 
regions. And we hasten to add that those private power companies 

most stimulated by this “yardstick” competition have grown more = 
prosperous in spite of themselves. a 

We recognize that the legislation before the committee contem- p 
plates public development by the Power Authority of the State of a 
New York rather than the Federal Government. At the same time, ty 
we believe that the relatively high rates in the Northeast are a com- f: 

elling reason for insisting that the traditional preference clause be 
included in any legislation authorizing redevelopment of Niagara n 
power. 

Certain witnesses have intimated that Congress should confine its 
consideration of the power marketing problem to those policies which p 
the power authority desires. We do not agree. Congress must con- q 
sider the project from the standpoint of the national interest, and its 
best guide in power marketing is the traditional preference to con- 
sumer-owned electric systems. 

Certainly Congress should not consider permitting State develop- ( 
ment of this international boundary site under terms any less calcu- : 
lated to benefit the public than if the Federal Government itself were } 
to build the project. i 

Another lesson from Federal power history which should be ap- ‘ 
plied to this legislation is the necessity for implementing the prefer- 
ence clause with authority to construct transmission lines. The gen- { 
erally small municipal, co-op and similar systems are not in most 
cases able to build the lines necessary to get the power from hydro- ( 
electric projects. Even though capacity may be available on private 
power company lines to wheel the power to these preference custom- 


ers, advantageous wheeling contracts are unlikely unless the authority 
exists to construct transmission lines. 

Full authority to construct transmission lines to carry out the tra- 
ditional preference policy in marketing power should be provided in 
legislation for Niagara redevelopment. ‘This will be as necessary for 
the power authority as it has proved to be for Federal power agencies. 

The Oil, Chemical and Atomic Workers International Union, CLO, 
of which I am a vice president, has a particular interest in the re- 
duction of power costs in New York State. Our members are em- 
ployed in, among others, two of the Nation’s principal power-consum- 
ing industries, atomic energy and chemicals. 

I am sure the committee is familiar with the role of TVA and 
Bonneville Power Administration power in the development of the 
atomic energy program, but I wonder if it is also aware of the ever- 
growing power requirements of the chemical industry. 

Let me cite as an example of how abundant, low-cost electric energy 
holds the key to future expansion of the production of one important 
metal, titanium. 

Titanium is the new wonder metal which is of such vital im- 
portance to the Nation’s jet airplane program. Secretary Talbott of 
the Air Force has said, “I believe we should take steps immediately 
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to increase the supply of titanium to fill the need fully, both for the 
military and for industry. Every assistance should be give to all po- 
tential producers of this metal.” : 

There are three important requirements in the production of tita- 
nium metal. First, there is, of course, the ore, ilmenite. Each pound 
of titanium also requires about 5 pounds of chlorine in the production 
process. And finally, there is electric energy, about 20 kilowatt-hours 
of electric energy are required for each pound of titanium, nearly 
twice as much electricity as is used to produce each pound of the more 
familiar aluminum. 

Senator Kerr. And the production of aluminum is one of the 
most greedy consumers of power in the Nation; is it not ¢ 

Mr. Curran. That is true, sir. 

Senator Kerr. I do not mean selfishly greedy, but the process of 
producing it is such that enormous quantities of electric power are re- 
quired to produce it. 

Mr. Curran. That is true, and that is why we make the illustration. 

Senator Kerr. Good. 

Mr. Curran. We are not calling this matter to the attention of 
Congress merely to publicize titanium or even to illustrate the general 
importance of low-cost electric energy to industry. The President’s 
Material Policy Commission—the Paley Commission—reported that 
New York State is among the four locations in this country listed as 
sources of the titanium ore, ilmenite. 

In addition, the Niagara Falls area has the chlorine production vital 
to processing the ore for titanium. 

All that is needed for economic production of this new metal which 
could make important contributions to our civilian living standard, 
as well as playing an essential role in national defense is low-cost 
electric power. 

Low-cost Niagara power marketed under terms which will provide 
the greatest stimulus to reducing the region’s generally high power 
costs can benefit not only the domestic consumers of the area but also 
promote industrial welfare and make important contributions to our 
national security. 

We oppose all bills which would give over to private monopolists 
for high-cost power development the greatest natural resource of a 
region desperately in need of low-cost power. Nor do we believe that 
Congress should longer postpone its decision on the vital issues of 
ownership and operation of Niagara Falls power redevelopment. 

We endorse S. 1823 by Senator Lehman—and its companion bill 
H. R. 5878, by Representative Davidson—as providing public rede- 
velopment of Niagara Falls power under provisions which will bring 
the greatest economic benefits to CLO members as industrial workers 
and electric consumers and to the welfare and security of our Nation. 

Senator Kerr. Thank you, very much, Mr. Curran, for your state- 
ment, 

Mr. Robert Kabat, National Rural Electric Cooperatives. 

Is Mr. Charles Fain with you, or do each of you have a statement ? 
Mr. Karar. No, sir. He will not be here. — 
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STATEMENT OF ROBERT I. KABAT, LEGISLATIVE AND MANAGE- 
MENT ASSISTANT, NATIONAL RURAL ELECTRIC COOPERATIVE 
ASSOCIATION 


Mr. Kapar. I regret very much Mr. Ellis is unable to accompany 
me, but he is out in Colorado at.the summer meeting of our board of 
directors. 

Before coming to NRECA, I was a manager of one of our rural 
electric systems in the State of New York. Therefore, I am acquainted 
with this problem of Niagara power, not only from my work here in 
Washington, but also because of my work in New York State. 

Our rural electric systems are ~~ interested in obtaining some low- 
cost power from the Niagara site. Within the economic transmission 
distance from the Niagara site, in Ohio, Pennsylvania, and New York, 
there are 41 rural electric systems. 

Senator Kerr. I notice you are not following your statement. Do 
you want it inserted in the record as it is and do you want to sum- 
marize it? 

Mr. Karat. Yes, sir; I am summarizing it, and I would like to have 
the full statement in the record. 

(The prepared statement of Mr. Kabat follows :) 
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Mr. Chairman and gentlemen of the committee, my name is Robert I. Kabat. 
I am the legislative and management assistant of the National Rural Electric 
Cooperative Association, which is the national service organization for approxi- 
mately 90 percent of all REA-financed electric type borrowers in the United 
States and Alaska. 

The rural electric systems throughout the country, and especially the 41 elec- 
tric cooperatives in New York, Pennsylvania, and Ohio which are within eco- 
nomic transmission distance of the Niagara Falls power site, are vitally inter- 
ested in the legislation under consideration. 

These 41 rural electric systems within a 300-mile radius of the site serve 
approximately 175,000 farm families and rural establishments. They own and 
operate approximately 39,000 miles of electric distribution facilities. In appear- 
ing before the Senate Committee on Public Works on March 29, 1954, Mr. Ellis, 
the general manager of NRECA, presented as part of his prepared statement a 
table which showed that these 41 rural electric systems during the calendar 
year 1951 used 474,493,834 kilowatt-hours of electric energy to serve their con- 
sumers. Later figures are now available (see attached exhibit A) and the 1953 
annual statistical report published by the Rural Electrification Administration 
shows that these same systems are now using 595,372,306 kilowatt-hours per 
year. This represents an annual load growth of approximately 12 percent. 
And it shows that the loads of these systems are doubling approximately every 
6 years. It means these systems will require ever-increasing sources of whole- 
sale power to take care of their growing loads. 

At the present time the rural electric systems in New York, Pennsylvania, 
and Ohio are paying approximately 8.9 mills per kilowatt-hour for wholesale 
energy. This is 13 mills per kilowatt-hour over the national average of 7.6 
mills. On attachment B are listed the wholesale power costs of the rural elec- 
tric systems for the year ending June 30, 1954, in order of decreasing cost. 
This table shows that New York ranks 12th with 11.2 mills per kilowatt-hour. 
Pennsylvania ranks 16th with 9.6 mills per kilowatt-hour and Ohio 20th with 
8.6 mills per kilowatt-hour. The wholesale power costs of these systems are 
ameng the highest in the country. In some of these areas their only hope of 
being able to obtain any low-cost power is through redevelopment of Niagara 
power by a public agency with preference in the marketing of this power. 

Assuming that power froin the redevelopment of Niagara Falls were delivered 
to the load centers of these cooperatives at an estimated rate of 3.5 mills per 
kilowatt-hour these systems could save approximately $3.5 million per year 
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based on their present consumption. This saving would increase each year as 
the use of electricity by the consumers of the cooperatives increases. Since 
these systems are nonprofit organizations, this savings could be passed on to the 
farmer in lower rates. This in turn would enable the farmer to make more 
use of this valuable hired hand. 

Four of our rural electric systems in the State of Michigan which are within 
the economic transmission distance from Niagara Falls have also expressed an 
interest in Niagara power. They are the Tri-County Electric Cooperative, of 
Portland, Mich.; the Southeastern Michigan Rural Electric Cooperative, of 
Adrian, Mich.; Thumb Electric Cooperative, of Ubly, Mich.; and the Presque 
Isle Electric Cooperative, of Onaway, Mich. These cooperatives at the present 
time are serving 24,700 consumers. Their kilowatt demand is 22,900 kilowatts. 
These cooperatives estimate that their demand will increase to 32,700 kilowatts 
by 1960 and to 44,000 kilowatts by 1965. At the present time their wholesale 
power costs are also very high. They average 12.8 mills per kilowatt-hour as 
compared to the national average of 7.6 mills. If they could obtain some low- 
cost Niagara power it would provide them some relief from their present high 
wholesale power costs. 

The redevelopment of Niagara Falls would make available an additional 1,250,- 
000 kilowatts of electric power above and beyond that which is already being 
produced at the site. The total demand at the present time in kilowatts of the 
41 cooperatives most vitally interested in receiving power from the project is 
probably only about 174,000 kilowatts, based on a 45 percent load factor. This 
is a very small proportion of the total power to be made available from redevelop- 
ment of Niagara power. We feel that the overwhelming majority of the Members 
of Congress believe in the principles of the rural-electrification program, and we 
think that there is little question in anyone’s mind that at least some of the 
benefits of Niagara redevelopment should be passed to the cooperatives that are 
in a position to benefit from the project. 

The only question seems to be who shall develop the remaining power at 
Niagara Falls and what method can be adopted by the Congress, in authorizing 
construction to insure that at least a reasonable portion of the benefits are passed 
to the rural electric cooperatives and other nonprofit organizations engaged in 
the distribution of electricity. 

We feel that in the absence of construction by the Federal Government of the 
remaining hydroelectric potential at Niagara Falls, and the marketing of the 
power and energy therefrom by an agency of the Federal Government in full 
conformity with established preference principles of Federal power marketing, 
any legislation providing for development and sale of the power from Niagara 
Falls must implicitly, specifically, and expressly provide that the constructing 
and marketing entity be required to sell power from it in accordance with these 
preference principles. 

Our experience with the private utility companies of New York and with the 
New York State Power Authority does not allow us to draw any other conclusion. 


PRIVATE DEVELOPMENT 


The commercial utility companies of New York have, from the inception of 
the rural-electrification program, attempted to strangle the development of the 
cooperatives in that State. In the early days of the program these companies 
engaged in what we call “spitelining,’” which means that as soon as they learned 
that a rural electric cooperative had been organized to serve an unserved area 
they would immediately build their own transmission and distribution lines into 
that area, picking up the load of those farmers most easily served and leaving 
the exceedingly difficult and marginal territories unserved. Such practices mate- 
rially reduced the feasibility of the rural electric systems and made it most diffi- 
cult for them to obtain their original loans and to grow and operate on a 
businesslike economic basis. Once the rural electric systems were in operation 
the companies attempted to steal their customers and prevent their development 
and prosperity. For these reasons alone, the rural electric systems in New York, 
Pennsylvania, and Ohio feel certain that they could anticipate no benefits what- 
soever from the redevelopment of Niagara Falls were the Congress and the Fed- 
eral Power Commission to allow the private utility companies of New York State 
to develop the remaining power at the site. 

Moreover, the cost of energy delivered to load centers under any plan providing 
for private redevelopment would cost approximately 5.74 mills per kilowatt-hour 
compared to 2.16 mills for energy delivered under public development. These 
figures are based on the Federal Power Commission’s 1949 report, entitled “Pos- 
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sibilities for Redevelopment of Niagara Falls for Power.” These costs of deliv- 
ered power have undoubtedly increased because of increased labor and material 
costs, but still the differential exists. 

If this low-cost power could be developed publicly and could be delivered 
with preference to load centers within the economic transmission distance, it 
would result in a decrease in rates for all consumers. If the nonprofit electric 
systems within the economic transmission area were able to buy this power 
at cost, they in turn would pass on the benefits of this to their consumers through 
lower retail rates. This competitive stimulus of lower retail rates would result 
in lower rates for all consumers whether they are served by the cooperatives, 
municipal utflities or the commercial power companies. This could be the real 
benefit received by the people from the development of Niagara power. 

There have been arguments raised against giving the rural electric and public 
systems preference in the marketing of Niagara Falls power. One of these 
arguments is that there are so few of these systems, why bother with them at 
all. They are small and unimportant. But how small and unimportant are 
they when one considers that they offer one of the only forms of competition to 
the large private utilities—a competition that will become really effective if 
they are able to receive Niagara Falls power at cost. I am not speaking of 
competition for their customers. We can’t and don’t want to take their cus- 
tomers. I’m speaking of the competitive effect of even a little lower-cost power 
in the area—lower cost to the consumers. 

With lower cost wholesale power the rural electrics will be able to pass on 
the benefits to their consumers in lower retail rates, which will have a healthy 
effect on rates in the whole area. If these systems are so small and so insig- 
nificant, why do the large utilities oppose giving them preference in the marketing 
of the power from the Niagara project? It is only because they fear this little 
competitive influence; they want no competition in any way from these small 
consumer owned systems or from anyone else. They want to control the cost 
of the rural electrics’ wholesale power supply so their retail rates cannot provide 
in the area—lower cost to the consumers. 

Another argument which has been presented against preference is that it 
would discriminate against the 95 percent of the consumers in the State of New 
York who purchase their electricity from the private power companies. This 
certainly is not so. The private companies would receive almost all the power 
from the project even if the rural electric and public systems receive preference. 
Preference would only enable the rural electric systems to purchase their share of 
this power at the same cost as the large private utilities. I think the experience 
of the rural electric systems in the rest of the country will support this point. 

For the fiscal year ending June 30, 1953, the rural electric co-ops purchased 
only 6.1 percent of all Federal power while the private utilities purchased 16.1 
percent and private industry, 25 percent. This doesn’t sound like preference is 
denying the private utilities their share of this power. 

Does preference in the marketing of this power discriminate against 95 percent 
of the consumers in the State of New York served by the private companies 
when it offers the only effective means of providing the competition to bring 
their rates down? Do not those who oppose preference also oppose competition 
and freedom of choice? Do they favor a perpetual monoply? Should only five 
large private utilities benefit from public development of these waters? 

It is also pointed out that the 95 percent of the consumers in the State of New 
York served by the private utilities constitute the majority of those who will pay 
for the project since the State of New York and not the Federal Government 
will finance the project. Why, they argue, should these people have to pay for 
power exported from their State? But would these residents of New York 
served by the private power companies pay for the power delivered to preference 
customers outside the State of New York, but within economic transmission 
distance of the project? They certainly would not; those who purchased this 
power would pay for it and thus help amortize the Niagara Falls project. 

Furthermore, Mr. Chairman, as a matter of principle the rural electric systems 
of the country are opposed to development by commercial utility companies of 
hydroelectric power where such development means that a great natural re- 
source belonging to the people will be turned over to special groups to exploit 
for personal or corporate profit. 

In general, the utility companies will only develop sites such as Niagara Falls 
which are extremely profitable and from which a great deal of income will accrue 
to the developer. Other less desirable sites are left undeveloped and the Fed- 
eral Government or other public agencies must step in and build the projects at 
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the less profitable sites if we are to achieve anything like comprehensive de 
velopment of our water resources. 

In addition, Mr. Chairman, when a great natural resource such as Niagara 
Falls is developed by a private utility company, the benefits of the site do not 
go to the people of the area, neither to the rural electric systems and municipal- 
ities nor to the customers of the utility itself, but are dissipated within the 
corporate structure of the organization. As one example, the Niagara Mohawk 
Power Corp. now operates approximately 400,000 kilowatts of capacity at the 
Niagara Falls site. This is indeed a large block of hydroelectric generation, 
yet typical electric bills, 1954, published by the Federal Power Commission, 
show that for residential electric service of 250 kilowatt-hours per month, the 
average bill in New York State was $7.81, which places New York within the 
highest 15 States in the Union for such service. 

Also we believe there are several other reasons why this committee should 
not approve the Capehart bill, 8S. 6. The Federal Power Commission points out 
in its 1949 study of Niagara Falls power that the private utility which is 
presently using some of the flow of the Niagara River for the generation of 
power is not efficiently using the water which is now available to them. The 
i949 Niagara report states on page 35: “Existing power developments do not 
fully utilize the possibilities at the site either from the standpoint of use of 
presentliy authorized or temporary diversions, or in consideration of the maxi- 
mum possible amounts of water available which may be diverted for power use.” 
If the utility which has all the experience at the Niagara site is not fully 
utilizing the amount of water which it could divert for power, what assurance 
do we have that they would fully utilize the great amount of additional water 
which will be made available to them through the redevelopment of Niagara’ 

Also the development of Niagara Falls power is not just a matter of power 
alone, but there are other considerations involved. Some of these factors are 
discussed in the FPC’s 1949 Niagara report and include such things as preserv- 
ing and enhancing the scenic beauty of Niagara Falls, navigation limits par- 
ticularly controlling the depths of water, ice conditions, and the need for 
remedial works to fully realize the potential power of the Niagara River. All 
of the people in the country have an interest in these problems, not just the 
people living in Niagara Falls, N. Y., or, for that matter, in the State of New 
York. 

The record of the power companies in preserving and enhancing the scenic 
beauty along the Niagara River certainly is not good. Robert Moses, chairman 
of the New York Power Authority, states in a report entitled, “Niagara Power 
and Park Development,” dated December 1954: 

“The private utilities on our side have bedeviled the Niagara River for 75 
years. In spite of a record of shameless exploitation, they still have the effrontery 
to claim that the only question here is that of making power, that this is ex- 
clusively their business, that further development at Niagara is merely an 
extension of their business and is opposed only by Socialists who are against 
all private enterprise. This argument completely overlooks both history and 
the basic underlying issue, which is the unquestionable public ownership and 
inalienability of the greatest natural resource of the State of New York. 

“Private exploitation of Niagara Falls and the Niagara frontier is an old 
story. The record shows that the private companies have never had any 
genuine interest in the preservation of these public assets. Their interest lies 
in the exploitation of the diversion and fall of water and its conversion into 
power by the cheapest and most expeditious means, regardless of basic State 
conservation policies, of scenic or other damage, and of future public need of 
these natural resources. 

“The waters of the Niagara River have a dual value—esthetice and economie. 
On the Canadian side of the river these values complement each other. On 
our side through shortsightedness of public officials and greed of private utili- 
ties, the Niagara River’s great gifts of beauty and power have been in constant 
conflict. 

“The Canadians have developed their share of this great natural resource 
sensibly, efficiently, and without permitting themselves to be diverted from the 
important dual objectives by cries of ‘socialism’ and slogans about ‘the free- 
enterprise system.’ We have not.” 

Former Gov. Thomas E. Dewey, in his appearance before this committee on 
July 23, 1953, described the bills for private development as follows: ' 


1 Hearings on Niagara Falls Power Development, Senate Committee on Public Works, 
83d Cong., 2d sess., p. 21. 
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“The Capehart-Miller bill is quite unique in modern history. It is a tailor- 
made bill to hand over the people’s power to five companies; and the only thing 
they did not do was to write the name of the companies into the bill. They 
are described with such precision that there is no possibility of mistaking the 
purpose and intent of the bill to take away from the people not only of New 
York, I may say, but of Ohio, Pennsylvania, and New England, their own water- 
power and hand it over for their use to 5 companies; and then require the 
people who use that power to pay Federal taxes, State taxes, local taxes, and 
6 percent interest on all the money they can invest in the project. 

“As I have indicated before, the bill would set up a special power act aimed 
at the people of the Northeast, and concerning which there is no precedent any 
place in the United States that I know of. This bill would violate the law of 
the State of New York, and our rights to the waterpower.” 

Therefore, public development is not a partisan issue but is simply a question 
of enabling the people to obtain the maximum benefit from their resources. 

Mr. Chairman, we are opposed to the development of the remaining power at 
Niagara Falls by any private utility company or group of private utility com- 
panies, both on the basis of natural resource development principles and on the 
practical basis that we can expect no benefits whatsoever for 41 cooperatives 
within economic distance of the site under such a plan. 


THE NEW YORK POWER AUTHORITY PLAN 


The experience of the rural electric cooperatives of New York in negotiating 
with the New York State Power Authority for an equitable portion of the benefits 
to flow from St. Lawrence development has been most unsatisfactory. We ap- 
peared, Mr. Chairman, many times before this subcommittee, and its counterpart 
in the House, during the years when Federal construction and operation of the 
St. Lawrence powerplant was under consideration by the Congress. We re- 
peatedly urged that express provisions be included in any legislation authorizing 
the St. Lawrence project to provide that in marketing power from the St. 
Lawrence project traditional preference rights would be afforded to nonprofit 
electric distribution systems. 

After the St. Lawrence legislation was passed and the Federal Power Com- 
mission empowered to grant a license for development of the project, we held 
rather extended negotiations with Mr. John Burton, then chairman of the 
authority, with respect to how he would implement the marketing provisions of 
paragraph 1005.5 of the New York Power Authority Act which reads: 

“* * * and that in the development of hydroelectric power therefrom such proj- 
ects shall be considered primarily as for the benefit of the people of the State as 
a whole and particularly the domestic and rural consumers to whom the power 
can economically be made available, and accordingly that sale to and use by 
industry shall be a secondary purpose, to be utilized principally to secure a 
sufficiently high load factor and revenue returns to permit domestic and rural use 
at the lowest possible rates and in such manner as to encourage increased domes- 
tic and rural use of electricity. In furtherance of this policy and to secure a 
wider distribution of such power and use of the greatest value to the general 
public of the State, the authority shall in addition to other methods which it may 
find advantageous make provision so that municipalities and other political sub- 
divisions of the State now or hereafter authorized by law to engage in the dis- 
tribution of electric power may secure a reasonable share of the power generated 
by such projects * * *. To that end, the authority may provide in any contract 
or contracts which it may make for the sale, transmission, and distribution of the 
power that the purchaser, transmitter, or distributor shall construct, maintain, 
and operate, on such terms as the authority may deem proper, such connecting 
lines as may be necessary for transmission of the power from main transmission 
lines to such municipalities or political subdivisions.” 

Furthermore, Mr. Chairman, as exhibit A-1 to its amendment to application 
of the Power Authority of the State of New York to the Federal Power Com- 
mission for a license under the Federal Power Act for a power project to be 
located in St. Lawrence County, State of New York, for development of the 
International Rapids section of the St. Lawrence River, the New York Power 
Authority filed with the Federal Power Commission what it called statement of 


NIAGARA RIVER POWER PROJECT 131 


“New York plan” relating to St. Lawrence power development. In this exhibit 
A-1 the authority stated with respect to power to be made available for use in 
other States: 

“In furtherance of the policy above stated the authority will provide by con- 
tract or contracts (1) with private and public transmission and distribution 
systems for the sale, transmission, and/or distribution of project power so as to 
assure the resale of such power at the lowest possible price for the benefit of 
the people as a whole and particularly domestic and rural consumers; * * *” 

We feel that paragraph 1005.5 of the Power Authority Act and exhibit A-1. 
to its license application amendment places a clear responsibility on the authority 
to dispose of power under its control in a manner that will assure a preference 
to rural and domestic consumers. 

During our conferences with Mr. Burton at the time the license application 
for construction of St. Lawrence power project was pending before the Federal 
lower Commission, we suggested that one of the best ways to assure that at least 
an appreciable group of the rural and domestic consumers of New York State 
would benfit from St. Lawrence project power would be for the authority to 
agree to accept language in its license specifically affording to rural electric 
cooperatives of New York and adjacent States preference in the sale of power 
from the project. 

Ultimately after several meetings with the New York Power Authority repre- 
sentatives, this suggestion was rejected by the authority on the grounds that 
the “New York plan” would provide the rural electric cooperatives and municipal- 
ities of the area with substantially better treatment than would be afforded by 
the inclusion of any language in the license granting them specific preference 
in obtaining the nowe~ 

However, none of the authority representatives was able to put forward any 
eoncrete plan by which the authority would be able, once the project was con- 
structed, to implement its responsibility to give preference to rural and domestic 
consumers, especially in view of the traditionally unfriendliness between the 
rural electric systems and municipalities one one side and the private utilities 
of New York on the other. 

Subsequently, the rural electric systems of the area intervened before the 
Federal Power Commission with respect to the application of the New York 
Power Authority for the St. Lawrence license, and we urged the Commission 
to condition the license upon language which would require the authority to 
grant the rural electric cooperatives and municipalities in New York and 
adjacent States preference in the availability of St. Lawrence power. 

This Federal Power Commission refused to do and stated on page 13 of its 
opinion issued July 15, 1953: 

“* * * Tt is obvious, of course, that the Commission cannot lawfully impose 
eoditions upon licensees which are not authorized by the Power Act. Since the 
preference condition is not expressly authorized and is out of harmony with the 
terms of the act we find ourselves unable to impose it in this instance.” 

We disagree with this line of reasoning of the Commission inasmuch as under 
the Federal Power Act municipalities and other public agencies are afforded a 
clear preference in obtaining licenses for the development of hydroelectric 
sites. We, therefore, think that the preference condition we asked the FPC to 
include in the St. Lawrence license is in full harmonay with the terms of the 
Federal Power Act. 

However, notwithstanding our position on this question, the rural electric 
systems of New York and New England have thus far been virtually excluded 
from obtaining power from the St. Lawrence project. 

The Governor and the Power Authority of the State of New York recently 
zave their formal approval to a 43-year contract with the Aluminum Company 
of America for the sale to that company of 174,000 kilowatts of firm power and 
69,000 of interruptible power, involving about one-fourth of the total energy 
expected to be produced at the St. Lawrence project. This approval of a con- 
tract for disposal over a long period of years of a large block of energy from 
the project to a purely industrial customer comes at a time when the authority 
has made public no comprehensive plan for the marketing of the project power 
in compliance with its own enabling act which specifically provides that pref 
erence shall be given to domestic and rural consumers and that industrial cus- 
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tomers shall receive only secondary consideration. This action of the Governor 


] 
and the power authority makes it even more essential that the Congress specify * 
certain consumer safeguards in any legislation which authorizes the Power al 
Authority of the State of New York to redevelop the power potential of Niagara. es 
Such safeguards should include preference in the marketing of the power for d 
cooperative and public bodies, withdrawal clauses in contracts with private 

utilities, the right of the power authority to construct and operate transmission Dp 
lines if necessary to make the preference effective, and, finally, a provision t] 


permitting distribution of a share of the power to States within economic trans- 
mission distance. We believe such consumer safeguards are only contained in N 
the Lehman bill (8S. 1823). We are pleased to see that several members of this 
subcommittee are sponsors of this legislation. 


il 
We also understand that the authority has conducted preliminary discussions s 
with Allied Chemical & Dye Corp. and with the Jones & Laughlin Steel Co. with b 


respect to St. Lawrence power which will be available in 1958. We understand 
that the New York State Power Authority is also considering contracts for the 
sale of smaller blocks of power to the city of Plattsburg, the State of Vermont, I 
and the United States Air Force. These latter agreements have not been con- 
cluded, however, and would be presumably for a 21-year period, whereas the 
already executed Alcoa contract is for a period of 43 years. 

We feel that the New York Power Authority is effectively giving preference 
of availability of the first block of St. Lawrence power to an industrial consumer 
which, according to the New York law, should have only secondary rights on 
the power. At the time of our conferences with the chairman of the authority, 
Mr. Burton, when the St. Lawrence application was pending, we were assured 
that the authority was in a position to negotiate with private utility companies 
in New York State for wheeling agreements which should provide for the delivery 
to our load centers of St. Lawrence power and which would allow the coopera- 
tives to be customers of the State. 

We can see no indication at the present time that the authority plans to 
undertake any such negotiations for assuring delivery to the rural electric sys- 
tems of any portion of power from the St. Lawrence project; nor, indeed, has 
the authority announced any overall plans for disposition of St. Lawrence 
power in accordance with mandate of its enabling act. Recently the power 
authority announced some proposed allocations of power from the St. Lawrence 
project. We believe those allocations give primary consideration to industrial 
loads and only secondary consideration to the rural and domestic consumer; 
also, there is still no indication how the power authority is going to implement 
the small allocation they propose for the cooperative and public systems. 

Mr. Chairman, the rural electric systems of New York, Pennsylvania, and 
Ohio feel that they can expect virtually the same treatment they are receiving 
on St. Lawrence power if the New York State Power Authority is given a free 
hand in developing the remaining power at the Niagara Falls site. We feel that 
our only hope for insuring that a reasonable portion of the benefits from this 
project will flow to our people is the unequivocal expressed mandate of the 
Congress. This mandate must be set forth in the authorizing legislation and 
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provide that whoever constructs the Niagara project shall afford preference in 
marketing the power therefrom to rural electric cooperatives, municipalities, 
and other nonprofit organizations substantially in accordance with the well 
established principles of Federal power marketing that have been established 
during the 50-year period. 

In conclusion, we urge the subcommittee to recommend the passage of S. 1823, 
popularly known as the Lehman-Davidson bill, which provides in section 2 
that— 

“(1) In contracting for the disposition of project power, the licensee (the 
New York Power Authority) shall (A) give equal preference for the purchase 
of such power to (i) counties and municipalities, including their agencies or 
instrumentalities, (ii) departments, agencies, and instrumentalities of New York 
State, (iii) rural electric cooperatives not organized or administered for profit 
but primarily for the purpose of supplying electric energy to their members as 
nearly as possible at cost; and (iv) the defense agencies of the United States, 
and (B) make flexible arrangements and contracts for the disposition of project 
power to utility companies organized and administered for profit, with suitable 
provisions in such contracts for the withdrawal upon reasonable notice and fair 
terms of enough power to meet the needs of the foregoing classes of preference 
customers. 

(2) The licensee shall construct or acquire, by purchase or other agreement, 
such transmission lines as may be necessary to make the power and energy 
generated at the project available in wholesale quantities for sale on fair and 
reasonable terms and conditions to privately owned companies, to the preference 
customers enumerated in subparagraph (1) (A) of this subsection, and to the 
neighboring States in accordance with paragraph (3) of this subsection. 

“(3) The licensee shall make a reasonable portion of the project power avail- 
able for use within economic transmission distance in neighboring States and 
shall cooperate with the appropriate agencies in such States to insure compliance 
with this requirement. In the event of disagreement between the licensee and 
the power marketing agencies of any of such States, the Federal Power Commis 
sion may, after public hearings, determine and fix the applicable portion of 
power to be made available and the terms applicable thereto: Provided, That if 
any such State shall have designated a bargaining agency for the procurement 
of such power on behalf of such State, the licensee shall deal only with such 
agency in that State. With respect to the share of the power so allocated, the 
arrangements made by the licensee for the sale of power to or in such States 
shall include observance of the preference number (i) and (iii) in subparagraph 
(1) (A) of this subsection.” 

We feel that this is the only type of language that will assure that the rural 
electric systems and other nonprofit power distribution agencies in New York 
and States within economic transmission distance receive reasonable benefits 
from the redevelopment of Niagara Falls. 

In conclusion, Mr. Chairman, I would like to introduce for the record a 
resolution unanimously passed by the 13th annual meeting of members of this 
association in Atlantic City, N. J., on February 17, 1955 (exhibit C). This reso- 
lution specifically urges redevelopment of Niagara Falls with preference in the 
marketing of power to nonprofit power distribution agencies. 
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Exursir A 


Statistics on REA co-ops in New York, Ohio, and Pennsylvania within economic 
transmission distance of Niagara Falis power project 


— 
| Number! Miles Kilow poner purchased 












































of con- ener- 
| sumers, oe 
1953 1953 1951 

New York: 

Otsego Electric Cooperative, Inc., Hartwick - - -~-__| 1,131 | 455 | 4,000, 400 | 

Delaware County Electric Cooperative, Inc., Delhi 1, 185 451 | 4, 586, 800 | 

Steuben Rural Electric Cooperative Inc., Bath 1, 335 | 522 | 3, 400, 592 

Chautauqua-Cattaraugus Electric Cooperative, 

ee NIG i Sa ott chen A tad | 314 | 138) ‘1, 021, 500 
Oneida-Madison Electric Cooperative, Inc., Bouck- | 

nn opiate tila dec datehenmaceaaiasaiee ain 500 161 1, 277, 681 

I sickscnct alt seasiainnctats bei bdtenbeneietete | 4,465 | 1,727 | 14,286,973 
Ohio: 
ae Rural Electric Cooperative, Inc., Dela- | | 
ii alls alain OMe iti title tek ed o is ael hee cdi | 1, 352 | 330 | 5, 293, 920 | 
siaien Rural Electric Cooperative, Inc., Marion_- 1, 578 | 418 6, 634, 119 
Holmes Rural Electric Cooperative, Inc., Millers- j 

I hao eaten s Sapcdh eanl enk ntiabe eatin cet 4, 343 | 1,014 | 16, 824, 480 | 
Belmont Electric Cooperative, Inc., St. Clairsville - 6, 183 | 1,401 | 14,001,099 
Licking Rural Electric Inc., Utica______- a 5, 095 1,425 | 17,227,200 
Union Rural Electric Cooperative, Inc., Marysville _ 1,810 | 469 | 6, 420, 720 
Tuscarawas-Coshocton Electric Cooperative, Co- 

CII oie sci ch ctath Fotis k adds bide db ede snele 3, 128 | 990 | 10,028, 936 
Lorain-Medina Rural Electric Cooperative, Well- | 

SS re ee ee 1 4,504 | 700 | 21, 408, 723 
Morrow Rural Electric Cooperative, Inc., Mount 

add. oth con camthiedl tnteceeemadco led 2,041 | 518 | 8,351, 160 | 
North C entral Electric Cooperative, Inc., Attica -- 4, 699 | 1,151 20, 586, 394 | 
South Central Rural Electric Cooperative, Lan- | 

NS 8 Soin dh deck alee oadbides So amseud 7, 286 1,922 | 21, 741, 957 26, 765, 912 
Tricounty Rural Electric Cooperative, Napoleon _. 1,939 | 438 | 6, 056, 390 | 7, 638, 660 
Logan County Co-op Power & Light Association, | | 

A i ie Re eee 1, 472 | 430 | 5, 609, 200 6, 857. 400 
North Western Electric Cooperative, Inc., Bryan_- 2, 325 614 | 8, 410, 500 | 9, 878, 500 
Lake Erie Electric Coopcrative, Inc., Kelleys 

a ca et ea ea 210 8 | 145, 800 147, 900 
Firelands Electric C ‘ooperative, Inc., ‘New London_| 3, 264 | 666 13, 795, 200 16, 427, 805 
Carroll Electric Cooperative, Inc., Carrollton. ___.- 3, 164 | 824 9, 674, 650 12, 585, 725 
United Rural Electric, Kenton______.-- 2, 399 600 8, 752, 000 | 10, 940, 000 
Guernsey- Muskingum Electric Cooperative, Inc., | 

PEW GI 500k a nn eck ee bee eed 5, 429 | 1, 506 13, 424, 141 | 16, 736, 728 
Hancock-Wood Electric Cooperative, Inc., North 

i ee 4, 456 1,179 | 18, 741,300 22, 996, 899 
Washington Electric Cooperative, Inc., Marietta__- 4, 250 | 1, 242 | 7, 886, 100 | 10, 330, 900 
Ohio Midland Light & Power Co., Canal Win- 

OR a2 Gn a sh Pb bs dk sn bk ed 13, 383 | 875 | 64,370, 253 75, 370, 240 

POE ots cert eae a eee ete we in teeae 84, 880 | 18,720 | 305,474,242 | 374, 746,812 
= a — 
Pennsylvania: | 
Northwestern Rural Electric Cooperative Associa- 

tion, Inc., Cambridge Springs-- -- -- - -| 7, 282 1,523 | 24, 245, 375 | 31, 662, 685 
Southw estern Central Rural Electric Cooper: ative 

SIs ne hte cGbccechseekemeninnss 7, 240 1,679 | = 15, 879, 360 | 21, 831, 880 
Sullivan County Rural Electric Cooperative, Inc., | 

PG Sc akin nai cemaos 1, 719 453 3, 590, 902 4, 625, 283 
Tri-County Rural Electric Cooperative, “Ine., 

a i alike | 6, 043 1, 589 | 15, 068, 920 19, 213, 080 
Clearfield Electric Cooperative, Inc., Clearfield. -| 3, 476 889 | 5, 824, 000 | 7, 625, 000 
Claverack Electric Cooperative, Inc., "Towanda. = 5, 348 1, 7: 14, 396, 840 18, 341, 524 
Central Electric Cooperative, Inc., Parker_.._____ 8, 571 1,831 | 19, 496,000 | 25, 411, 800 
Warren Electric Cooperative, Inc., Youngsville - -_- 2, 824 664 | 4, 897, 800 6, 616, 500 
Valley Rural Electric Cooperative, Inc., Hunting- 

a a ies Be aes Eile ee age 6, 049 1,280 | 12,536,043 | 16, 834, 800 
Somerset Rural Electric Cooperative, Inc., Somer- | | 

ig ae eee a he reece ened | 237” 1,074 | 10, 799, 000 13, 237, 400 
Jefferson Electric Cooperative, Inc., Brookville _-_-.- 3,174 874 | 5, 941, 810 7, 896, 700 
Bedford Rural Electric Cooperative, Inc., Bedford -| 2, 728 688 | 7, 745, 949 | 10, 859, 518 
Adams Electric Cooperative, Inc., Gettysburg ahaa 5, 591 1,412 | 14, 456, 420 19, 273, 140 

TD. cack ekcsecepmibersieson fotidaihanteie age | 63, 815 15, 684 154, 878, 419 bs 203, 429, 310 

Grand total_------ (treet weweemnnnnes din saiaiaiti | "153, 100° 36, 131 | 474, 493, 834 595, 372, ; 306 


| 


! These figures are for July 1953, through January 1954, since it is a new co-op. 
Note.—Figures are official REA figures as of Dec. 31, 1951, and 1953, the latest information available. 
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ExuIsit B 


Wholesale power costs of rural electric systems for year ending June 30, 1954, 
in order of decreasing cost 


[Official REA figures) 











Coat per kilo- | Coat per kilo 
watt-hour watt-hour 
State (cents ) State (cents) 

DI in icin tinciccinmibitiadntitontistaleanie ont, Comerade... ...... ... | 0. 838 
ii iiehesitatietnctnininasinitiomnsiieas 1.51) 25. Kansas le a S1 
5 sa casemate 78 
1 ts Rian cthntcicrecantteeediienandinel 1. 36| 27. North Carolina__-_- 7h 
ES Se ere 1. 35) 28. Wyoming_-.----..--_-- 2 
Os 6 ial 1. 35} 29. California— 72 
EELS ee pS eee eee . 69 
a ee 1. 28! 31. New Mexico . 69 
I detects ccd ocsrnenoniaines 1. 28) 82. South Carolina ae ' 68 
10. New Hampshire................ pe IR SS | a . 4 
11. Dene cas set ae ee . 62 
12. New York...._....-........... 1. 12) eS ea . 58 
OE OO ay OL ee ES. nee a 5S 
14. Maryland_-_-_--- Roi e SS | a _58 
15. West Virginia__..........-- SN I erin diticonen 5 
16, Pennsyivania..._............ . 94) 39. Louisiana_ a nd 
i NN iia Siete ene .89| 40. Mississippi-_--~-- ae 
1 aera... Be . 89} 41. Tennessee___- A .49 
[.... .. s ie a 2a... erecta . 48 
ek a ee NO oe ce sil a, 47 
BN ated iceicsshciessih caeidehessselignan I Ic coeesacesenicinsereecnensetonn . 46 
Re i 84| 45. Oregon_- fa ae oe i de . Bh 
ie i 84146. Washington__- Ph 3 





NovTe.—The United States average is 76 cents. 
Exursit C 
NIAGARA FaLits POWER 


Whereas there is now being considered by the 84th Congress legislation to 
authorize redevelopment of power at Niagara Falls and provide for 1,300,000 
kilowatts of low-cost hydroelectric capacity on the United States side of this 
great international hydroelectric site; 

Whereas five private power companies through their friends in the Congress 
are seeking to have this national resource turned over to them ; 

Whereas, there was legislation introduced by Senator Herbert H. Lehman 
in the 2d session of the 83d Congrese to provide for public redevelopment of 
Niagara Falls power with a preference toward electric cooperatives and public 
agencies in the marketing of electric energy produced at the project by the 
public agency: Now, therefore, be it 

Resolved, That we request the Congress to reject the plans of the private 
power monopolists and to adopt legislation similar to the Lehman bill introduced 
last year, providing for public redevelopment of Niagara Falls power with a 
preference in the marketing of the output of the project. 

Mr. Kasat. I have a map here which shows the location of these 41 
systems and I would like to give it to Senator Neuberger and he can 
pass it on to the chairman. 


Senator Kerr. We will make it a part of the record, also. 
Mr. Kaspar. Thank you, sir. 





136 NIAGARA RIVER POWER PROJECT 


(The map referred to follows :) 


REA Co-Ops In STATES OF NEW YorRK, OHIO, AND PENNSYLVANIA WITHIN Economic 
TRANSMISSION DISTANCE OF THE NIAGARA FALLS POWER PROJECT 
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Mr. Kaxat. These 41 systems in Ohio, Pennsylvania, and New York 
are serving 175,000 farm families, on 39,000 miles of line. 

Also within the last few days, four of the rural electric systems in 
eastern Michigan have indicated that they are very strongly interested 
in receiving some Niagara power. They are serving 25,000 consumers. 

We are interested in low-cost Niagara power namely because of our 
present high, wholesale power rates. 

In exhibit B of my statement, you will notice I have inserted a table 
which shows the wholesale power costs of the rural electric systems 
for the year ending June 30, 1954, in order of decreasing cost. 

The State of Michigan is No. 8, as far as cost goes. Their wholesale 
power costs 12.8 mills as compared with the national average of 7.6 
mills. New York is 12th, with 11.2 mills, as compared with the 
national average of 7.6 mills. Pennsylvania is 16th, with 9.4 mills and 
the State of Ohio is 20th with 8.6 mills. 

We believe that these costs are excessively high, and they present 
very serious operating problems to our rural electric systems which in 
many areas are spending about one-third of their gross revenue for 
wholesale power. In some of these areas the amount they are spending 


for wholesale power is higher. It goes as high as 45 percent of their 
gross revenue. 
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Also, these systems are facing the problem of ever-increasing loads. 
Their loads are growing about 12 percent per year, or they are doubling 
about every 6 years. This compares with the average increase of the 
commercial power companies whose loads are doubling every 7 to 10 
years. 

The total demand of these systems at the present time is not very 
high. It is about 174,000 kilowatts, based on a 45 percent load factor. 
We believe satisfying this demand through preference from Niagara 
power should not be a major problem. 

Our rural electric systems are absolutely opposed to the Miller- 

Capehart bills, and they are opposed to them because of the record 
that the private power companies have established in New York State 
in their dealings with these systems. The private power companies in 
New York State have been unfriendly to the cooperatives from the 
beginning. They have built spite lines to take away some of the 
richer territories which could be served by the cooperatives. In fact, 
the power companies killed off the Genessee Valley Electric Co-op 
at Belmont, N. Y., before it could even get its construction canted 
And might say by ‘the w ay that REA took a loss of over $7,000 on this 
particular co-op, one of the few losses it has taken in the country as 
a whole. 

In recent years the cooperatives have experienced some pirating or 
threats of pirating, in spite of their very small size. Also, of course, 
they are saddled with those very high wholesale power costs and the 
only way they have been able to reduce these costs, at all, is through 
the threat of forming their own generation and transmission system. 
In New York State ‘such action resulted in reductions of wholesale 
power costs averaging from 14 to 21 percent. 

Based on this, our rural electric systems do not feel that they will 
benefit at all from private development. 

There are other reasons why we are opposed to private development. 

First of all, we believe that the rates in New York State for all con- 
sumers will not come down appreciably, if Niagara Falls power is 
developed privately. 

I have here a map, which is from the FPC report on typical resi- 
dential electric bills, 1954, cities of 2,500 population and more. This 
map shows that the State of New York was among the 15 highest- 
cost States in the country. And this in spite of the fact that there is 
already developed at Niagara Falls by one of the private companies, 
over 400,000 kilowatts of power, and also a lot of power is being im- 
ported from Canada. And this power, by the way, is low-cost power. 

Also, we do not believe that the power companies are fully utilizing 
the preesnt power or water—flow of water—which is available to them 
on the Niagara River. 

I would like to read from the 1949 FPC report on development of 
Niagara power. 

Existing power developments do not fully utilize the possibilities at the site, 
either from the standpoint of use of presently authorize! or temporary diver- 
sions, or in consideration of the maximum possible amounts of water available 
which may be diverted for power use. 

Our point is, if the power companies are now not making full use 
of the flow of water available to them, what assurance do we have 
that they will efficiently redevelop the remaining potential on the 
Niagara River? 
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Also we strongly believe that the redevelopment of Niagara power 
is not just a matter of power alone. We believe that preserving and 
enhancing the beauty of the Niagara River and Niagara Falls is of 
considerable importance. 

I would like to quote for a minute from a statement which Mr. 
Robert Moses, chairman of the New York Power Authority, made in 
a report entitled, “Niagara Power and Park Development,” dated De- 
eltaboer 1954. It is my understanding that Mr. Moses for a number of 
years has been chairman of the New York Park Commission. 


The private utilities on our side have bedeviled the Niagara River for 75 
years. In spite of a record of shameless exploitation, they still have the af- 
frontery to claim that the only question here is that of making power, and that 
this is exclusively their business; that further development at Niagara is 
merely an extension of their business and is opposed only by Socialists who 
are against all private enterprise. ' This argument completely overlooks both 
history and the basic underlying issues, which is the unquestionable public 
ownership and inalienability of the greatest natural resource of the State of 


New York. 

This appears on page 11 of my statement. 

Also we believe this is not a partisan issue. We believe there is 
support both from the Republicans and from the Democrats for pub- 
lic redevelopment of Niagara power. 

I would like to read in this connection a statement which former 


Gov. Thomas E. Dewey made when he appeared before this committee 
on July 23, 1953: 


The Capehart-Miller bill is quite unique in modern history. It is a tailormade 
bill to hand over the people’s power to five companies. And the only thing they 
did not do was to write the names:of the companies into the bill. They are 
described with such precision that there is no possibility of mistaking the pur- 
pose and intent of the bill to take away from the people not only of New York, 
I may say, but of Ohio, Pennsylvania, and New England, their own water power, 
and hand it over for their use to five companies, and then require the people 
who use that power to pay Federal taxes, State taxes, local taxes, and 6 percent 
interest on all the money they can invest in the project. As I have indicated 
before, the bill would set up a special power act aimed at the people of the 
Northeast and concerning which there is no precedent any place in the United 
States that I know of. This bill would violate the law of the State of New York 
and our rights to the water power. 


We are also very pleased that the present Governor of New York 
through his counsel yesterday announced his strong support for the 
Lehman-Davidson bill. This again points up the fact that this is not 
a partisan matter, but is bipartisan. 

For many years our association supported Federal redevelopment 
of Niagara power. But we have come around to the view that we 
will support public development, providing there are certain safe- 
guards in the legislation authorizing such development. In par- 
ticular, we want any bill for public development to contain a strong 
preference clause. In our minds, preference just means giving the 
cooperatives and the public systems the right of first availability to 
the power at the same cost as the private utilities. 

These public and cooperative systems, in turn, will pass on in the 
form of rate reductions, the benefits they receive from this power. 
This, in turn, because of the competitive stimulus it will provide, will 
result in lower-cost power for all consumers, and we believe that that 
is the main way the people of the State of New York will benefit from 
public redevelopment of Niagara power. 
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When I say “preference,” we don’t mean that we are going to hog 
up all the power. I would like to cite some figures for the fiscal year 
ending June 30, 1953, to show how much power the rural electric 
systems are getting from all federally produced power. 

The rural electric co-ops got 6.1 percent of all federally — 
power. The private utilities got 16.1 percent and private industry, 25 
percent. This is certainly no whole-hog approach. 

We believe that the Lehman bill is very good, very acceptable to us 
because not only is it good on preference, but it is clear-cut on the with- 
drawal clause, the mght to build transmission lines, both of which 
make the preference effective. 

Also, we believe it is very equitable in making a reasonable portion 
of the power available for use in neighboring States within economic 
transmission distance, and also on providing preference for our co- 
operatives and public bodies in those States. 

We believe further that it is absolutely essential that the Congress 
put these provisions in any legislation authorizing construction and 
operation of the Niagara project, and we believe this for the following 
reasons : 

We recently have had some rather unfortunate dealings with the 
New York Power Authority. We find that they are making contracts 
for the allocation of about 40 percent of St. Lawrence power without 
any overall marketing plan. Just recently they announced some 
tentative allocations which will be made to industry, to the coopera- 
tives, and so on, but there is still nothing spelled out on how they are 
going to implement these allocations. 

I might say at the present time we are having a very hard time 
implementing an allocation for some uniform power that our co-ops 
are entitled to under the preference provisions of the Atomic Energy 
Act of 1954 at West Milton, N. Y. This unfirm power is atomic power 
and we have not been able to get very far with the power companies in 
that area. Our cooperatives must make some arrangements with these 
power companies in order to be able to receive this power or seek 
economic benefit from it. 

Also the power authority has allocated one very large bloc of 
power to one industry, the Aluminum Co. of America, for a contract 
which will extend over 43 years, at what we consider to be a very 
favorable rate. 

Senator Kerr. Could you give the reporter the rate ? 

Mr. Kaspar. No, sir; I do not have the information on the exact 
rate here. If I remember correctly it is going to be somewhere be- 
tween 3.5 and 4 mills but I could furnish the exact rate to the com- 
mittee. 

Senator Kerr. I appreciate this and I would like to have you do it 
because it illustrates the terrific advantage that this company has long 
had over the REA cooperatives in the same area. As you have indi- 
cated in your statement, your cooperatives in New York State and in 
Michigan and in Pennsylvania, and in Ohio, are paying from about 
2.5 to about 4 times as much for power. 

Mr. Kaspar. Yes, sir. 

Senator Kerr. I think it is a very significant contribution. 

Mr. Kanar. Yes, sir. 
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Another reason why we believe Congress must specify the condi- 
tions under which the New York Power Authority will get this 


license—and we believe strongly they are going to get the license—is, | 7 
the Federal Power Commission in the past, has refused to put in d 
these provisions because they claim that they do not have the statutory 

authority to do so. Also we believe that in many respects the New 


York Power Authority Act is better than some of the acts which are 
being enacted in surrounding States, and I refer in particular to the 
act in the State of Vermont which contains no eiooarie for the 
consumer. ¢ 


In concluding my testimony, I would like to quote the concluding 


( 
statement of Mr. Ellis, which he made before this committee on March 

29, 1954, when he testified on the bills for redevelopment of Niagara 
Falls power: 


To give this great Niagara Falls billion-dollar resource to the power companies | 
would be to, in effect, take several dollars out of the pockets of every man, woman, 
and child in the United States and give them to the rich utility stock investors 
of our country. We hope and pray that you fine men and women of this com- 
mittee and the Congress will not let that happen. 


Senator Kerr. Thank you very much, Mr. Kabat, for your state- 
ment. 


Mr. Douglas Hewitt, Associated Industries of New York State. 

The reporter will, in compliance with the request of Clarence R. 
Miles, include in the record a copy of the statement of the Chamber 
of Commerce of the United States. 


(The prepared statement of the Chamber of Commerce of the United 
States follows :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 


Washington, D. C., July 13, 1955. 
Hon. Rosert S. Kerr, 


Chairman, Subcommittee on Flood Control, 
Senate Committee on Public Works, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Kerr: I would appreciate it if you would make the attached 
statement of the Chamber of Commerce of the United States, in support of 
S. 6, a part of the record of your hearings on the Niagara power bills. 

Cordially yours, 


CLARENCE R. MILs. 
STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The national chamber recommends enactment of the Niagara Redevelopment 
Act of 1955 as proposed in S. 6. This bill provides for the development by 
existing private utility companies of hydroelectric power at Niagara Falls 
under a license from the Federal Power Commission in accordance with terms 
of the Federal Power Act. 

The chamber believes that commercial generation of electric power is a 
responsibility of private enterprise. Any invasion by government into this area 
weakens the foundation and threatens the existence of a free economy. Such 
invasion constitutes unfair competition with the utility industry, increases the 
cost of government, and impairs local initiative. 

The chamber supports 8S. 6 because it declares that development of additional 
power at Niagara should be undertaken by private enterprise. From evidence 
presented before committees of Congress, it is clear that five private utility 
companies in New York State are prepared to commence construction of the 
project immediately. 

These companies acting together desire to add approximately 1 million kilo- 
watts of capacity to existing privately owned generating facilities. They are 
ready to finance and build this $400 million project and make the electricity 
available to all customers in New York and adjacent States. They will use 
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funds borrowed from investors and stockholders, Their objective will be to 
produce electric power at a salable price for consumer use, All of their opera 
tions will be subject to regulation and taxation by Federal, State, and local 
governments. Consumer electric rates will be (and are now) regulated by the 
New York State Public Service Commission on a cost-of-service basis. 

All of this assures adequate protection of the public interest in the water 
resources of the Niagara River. 

The chamber believes that the utility companies will produce power more 
quickly and more economically than any other group or agency because: 

1. For more than 50 years they have operated powerplants at Niagara. 

2. For more than 30 years they have been ready with plans to complete the 
development when more water became available. 

3. The company plans are in agreement with requirements of the Federal Power 
Commission and the Army Corps of Engineers. 

4. The Niagara project is strictly for power production and therefore has no 
relation to any proper water-resource development function of government— 
either State or Federal. ‘ 

5. Company development will provide new low-cost electricity without using 
tax money of State and Federal Government. 

6. Company development will result in substantial new tax revenues to local, 
State, and Federal Governments. It has been estimated that the companies 
will pay more than $23 million a year in new taxes, including $3.1 million to 
the State of New York for the use of the water. 

7. Company plans include complete preservation of the scenic beauty of the 
Niagara Falls and River area. 

The chamber opposes S. 1823 because it specifically authorizes and directs 
the Federal Power Commission to issue a license to the New York Power 
Authority. 

In ratifying the Power Development Treaty of 1950 with Canada, the United 
States Senate reserved the right to provide by act of Congress for redevelopment 
of the Niagara River. If that reservation had not been made, the Federal Power 
Commission would have retained complete authority to issue a development 
license under the terms of the Federal Power Act. Legislation such as we are 
discussing here today would not have been necessary. The existing private 
utilities would have filed an application for a development license with the FPC, 
and the FPC probably would have authorized them to proceed. 

The Senate reservation, however, caused a departure from this normal pat- 
tern of licensing waterpower developments. Now, two prospective applicants 
appear ready and willing to undertake the project. The New York Power Au- 
thority, by reason of State legislation especially enacted in 1951, was em- 
powered to extend its jurisdiction to the Niagara River, whereas previously its 
activities were limited to the St. Lawrence River project. Previous congres- 
sional hearings indicate that the power authority entered its bid for Niagara 
power only as a defense against the threat of Federal development. The pro- 
posed State development now is in opposition only to development by private 
enterprise, as proposed in 8. 6. 

Proponents of State development claim that development by existing utilities 
would take Niagara River water away from the people of the State. The 
fact is that identical use of the water would be made by either State or industry. 
The advantage of private development is that the State would be paid approxi- 
mately $3 million per year for the right to use the water as it flowed past New 
York State from Lake Erie to Lake Ontario. 

Proponents of State development also claim that a State-owned power system 
would provide lower rates for rural and domestic customers in the Northeast. 
The fact is that the power would cost essentially the same regardless of who 
produces it. Final power rates would be lower in a State-owned system only 
through subsidy by virtually complete tax exemption. State development would 
create $400 million of tax-exempt property. Thus, in the end, State and Federal 
treasuries would lose. 

The Chamber of Commerce of the United States believes that the five elec- 
tric companies can and will develop additional power at Niagara in the best 
interests of all concerned. The company plan adequately safeguards the public 
interest in the scenic beauty and the use of the waterpower resources. All 
phases of the operations will be supervised and regulated by appropriate State 
and Federal agencies. Such development will require no expenditure of public 
funds but instead will add substantially to local, State, and Federal treasuries. 
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The chamber believes that there is no valid basis for the Congress to take any 
action displacing private enterprise at Niagara. We urge the Senate Public 
Works Committee to report favorable on §. 6. 


STATEMENT OF DOUGLAS HEWITT, DIRECTOR OF MEMBERSHIP, 


ASSOCIATED INDUSTRIES OF NEW YORK STATE, INC. - 

Mr. Hewirr. Mr. Chairman, my name is Douglas Hewitt. I am 7 
director of membership of Associated Industries of New York State, . 

Inc., with headquarters in Albany, N. Y. We represent manufacturers 4 

small and large throughout New York State. Our members are ; 

major consumers of electrical power. 1 

Associated Industries of New York State, Inc., by vote of its board 


of directors in January 1952 signalized its support of the private enter- 
prise for redevelopment of Niagara power facilities. 

We have reiterated our stand on several occasions. We have not 
changed our position. 

It is based on firm conviction with respect to the advantages of 
competitive free enterprise, particularly in this situation. 

The competency and efficiency of the five power companies in New 
York State who are ready, willing, and able to do the job are matters 
of compelling record. 

Under able and effective regulation of the New York State Public 
Service Commission, the public interest in this project is fully in- 
sured. The project will be under the jurisdiction of the Army Corps 
of Engineers, the International Joint Commission, and the Federal 
Power Commission. 

The private enterprise plan is the only plan completely in accord 
with the requirements of a free, equitable, and vigorous economy. It 
does not involve any issue with respect to appropriation of land or 
water belonging to the people of New York State. 

Furthermore, the plan contains ample assurance that the natural 
beauties of the area will be maintained and enhanced fully as much 
as under any other proposal. 

Therefore, I appear here to register the endorsement of Associated 
Industries of New York State, Inc.. of the Capehart bill, S. 6, which 
provides for the development. of additional power of Niagara Falls 
by the existing New York State electric companies under a license 
from the Federal Power Commission. 

The Capehart bill aims at benefiting all the people of the State. 
The consumers whom we represent want the private enterprise plan. 
The consumers whom we represent. have been doing business with the 
companies who are prepared to carry through this plan. They prefer 
to do business with these companies rather than with any Government 
agency. They wish to continue to do business with these companies. 

For your record and because it is representative of our membership 
at large, I submit a list of our board of directors. 

Associated Industries of New York State, Inc., urges the commit- 
tee’s support of S. 6. 
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(The board of directors list referred to follows:) 
ASSOCIATED INDUSTRIES oF NEw York State, INc., ALBANY, N. ¥ 


BOARD OF DIRECTORS * 


A. C. Ackerman, The Ackerman Corp., Ballston Spa 
William R. Adams, St. Regis Paper Co., New York City 
Ernest F. Barvoets, Williams Press, Inc., Albany 
Carlton Bates, The Solvay Process Division, Allied Chemical & Dye Corp., New 
York City 
Alexander M. Beebee, Rochester Gas & Electric Corp., Rochester 
Paul A. Cooper, Nestle Co., Inc., Fulton 
John H. DeKlyn, Aluminum Company of America, Messena 
Harry T. Eggert, National Biscuit Co., New York City 
Leston P. Faneuf, Bell Aircraft Corp., Buffalo 
A. D. Ross Fraser, Rome Cable Corp., Rome 
Arthur J. Gentholts, Republic Steel Corp., Cleveland, Ohio 
Norman J. Gould, Goulds Pumps, Inc., Seneca Falls 
Carl S. Hallauer, Bausch & Lomb Optical Co., Rochester 
Thomas J. Hargrave, Eastman Kodak Co., Rochester 
Walter C. Heckman, General Electric Co., Schenectady 
Martin F. Hilfinger, Tully Lake Park, Tully, N. Y. 
Ray C. Hinman, Socony-Mobil Oil Co., Inc., New York City 
Leon C. Hogg, American-LaFrance-Foamite Corp., Elmira 
George N. Hoover, Jr., West Virginia Pulp & Paper Co., Mechanicsville 
Gerald P. Hull, Oval Wood Dish Corp., Tupper Lake. 
E. K. Hyde, The Mentholatum Co., Buffalo. 
David W. Jasper, Jr., Carrier Corp., Syracuse 
Frederick H. Knight, Corning Glass Works, Corning 
G. E. Knowlton, Jr., Binghamton Laundry, Inc., Binghamton 
William L. Lewis, International Business Machine Corp., New York City 
Edmund F. Martin, Bethlehem Stel Co., Inc., Lackawanna 
O. J. Mitchell, Union Steel Chest Corp., Le Roy 
James F. Murray, Winsmith, Inc., Springville 
Richard H. Pass, Onondaga Pottery Co., Syracuse 
James B. Reber, Columbian Rope Co., Auburn 
Miles E. Robertson, Oneida, Ltd., Oneida 
E. D. Rollert, Harrison Radiator Division, General Motors Corp., Lockport 
A. E. Schobeck, Jamestown Malleable Iron Corp., Jamestown 
Guy W. Sharpe, Beech-Nut Packing Co., Canajoharie 
Joseph R. Shaw, Associated Industries of New York State, Albany 
Garth A. Schoemaker, Hygeia Refrigerating Co., Elmira 
Samuel M. Simpson, Little Falls Felt Shoe Co., Little Falls 
Harold D. Spencer, Western Printing & Lithographing Co., Poughkeepsie 
Howard A. Swartwood, Endicott Johnson Corp., Endicott 
Lewis B. Swift, Taylor Instrument Co., Rochester 
John L. Train, Hart & Crouse Co., Utica 
Henry W. Wendt, Buffalo Forge Co., Buffalo 
Maxwell S. Wheeler, 42 Saybrook Place, Buffalo 
Keith Williams, Pratt & Letchworth, Buffalo 
KE. Allan Williford, Link Aviation, Inc., Binghamton 
A. E. Winger, Crowell-Collier Publishing Co., New York City 
Senator Kerr. Thank you very much, Mr. Hewitt, for your state- 
ment. 
Mr. Hewrrr. It is a privilege. 
Senator Kerr. Mr. Smith, of the New York State Grange, is the 
next witness. 
Is Mr. Smith present ? 
Mr. Angus McDonald, representative of the National Farmers 
Union. 
Is Angus McDonald here? 
Mr. McDonatp. Yes, sir. 








1 Two vacancies to be filled. 
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STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE 


SECRETARY, NATIONAL FARMERS UNION a2 
Mr. McDonaxp. Mr. Chairman and members of the committee, I ps 
am Angus McDonald. I am assistant legislative representative of the rt 
National Farmers Union. I am appearing here in regard to the de- pa 
velopment of the Niagara River for power and other purposes on pr 
behalf of the 700,000 members of the National Farmers Union, who 
reside mainly in the Great Plains area and the Missouri and Arkan- ir 
sas River Valleys. m 
First, I would like to present the historic position of my organiza- th 
tion, as represented by resolutions adopted over the years by local, 
county, State, and national conventions; particularly those resolu- he 
tions adopted at our most recent national convention held in Denver, ye 
Colo., March 15-19, 1954. Mt 
The historic policy of the National Farmers Union follows in gen- p 
eral the public power policies first initiated in the administration of a 
Theodore Roosevelt. This policy represented by legislation passed ) 
by the Congress during that period provided that municipalities 
should have first call on electric power generated at Federal power 1s 


sites and financed with Federal tax money. 

The theory, I believe, behind such legislation was that these great 
water and power sites were owned by all the people and that develop- 
ment should be for the benefit of as many people as possible and 
should not redound to the private advantage of any small group. 

Over the years this principle was spelled out in a statute, com- 
monly referred to as the —aaletiee clause. I would like to suggest 
that the preference clause is really an owner’s right and that the 
word “preference” is a misnomer. 

Consistent with the preference principle, cooperatives have been 
considered by the Congress to be preference customers. The prefer- 
ence clause appears in all or nearly all of the Federal acts authoriz- 
ing Federal hydroelectric projects and programs. 

Existence of the preference clause, building of public power proj- 
ects, and loan funds for rural electric cooperatives have been uni- 
formly opposed by the private power companies. They opposed the 
REA in the early stages of the program, telling Congress that farmers 
did not need, did not want, or could not pay for electricity. At that 
time, electric power rates were so high that actually few farmers 
could afford to use power on their farms. 

Fortunately, the efforts of the private power companies were un- 
successful. The rural-electrification program went full-steam ahead 
and today 92 percent of all American farms are electrified, whereas, 
when the program started only 10 percent were. 

Consumption of electric power per farm has also been increasing. 
It is estimated that rural needs have been doubling about every 4 years. 
The consumption of electricity by people in cities and by industry has 
also been increasing at a terrific rate. 

The widespread use and heavy volume of electric power has been 
made possible not only by the additional power which was produced by 
the Federal Government and distributed by Federal agencies and 
cooperatives but because the private utilities have been forced, in 
order to meet competition to lower their rates. / 
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Actually, cooperatives use a very small percentage of federally gen 
erated electric power and the Federal Government only produces about 
12 percent of our power but this small proportion of total electric 
power produced in the United States has provided a yardstick which 
measures accurately how much it actually costs to produce electric 
power on a large scale. It is felt by some that the prosperity of the 
private utilities is largely due to the distribution of low-cost power. 

Of course, when the electric power industry prospers, other indus 
tries prosper also. Low-cost power has se possible the sale of 
millions of electric a and has been in part responsible for 
the general prosperity of the last few years. 

Our underst: nding is that New England and the northeastern area 
have lagged behind the general prosperity of the country over the 
vears. ‘Perhaps a contributing factor to this economic lag is the 
fact that power rates in these areas are a great deal higher than electric 
power rates in other areas where the Federal Government generates 
and distributes wholesale power. In his annual message to the New 
York State Legislature in 1951, Governor Dewey said: 

=o The average cost of electricity to New York residential consumers during 
1949 was 22 percent above the national average. The New York cost 170 percent 
higher sane the State of Washington; 146 percent higher than in Oregon; and 
132 percent higher than in Tennessee. 

* * * In New York State as a whole the average use was 22 percent below 
the national average and we are SO percent lower than the State of Washington. 
Because our plans for low-cost power have been successfully obstructed, New 
York’s people have been denied many of the benefits of the age of electricity. 

Applying the preference principle in the distribution of Niagara 
Falls power will not, according to our information, deprive any elec- 
tric power consumer of the benefits of power from the project. There 
are about 125 municipalities and 40 rural electric cooperatives in the 
area to be served by the Niagara project which would qualify as 
preference customers. 

The cooperatives use—or at least a few years ago—these figures are 
not quite up to date, but I think the principle still applies—the co- 
operatives use 15,851,868 kilowatt-hours a year. 

The municipalities use 939,065.399 kilowatt-hours a year. Ni: agara 
Falls will produce about 7,884,000,000 kilowatts-hours a year. It is 
seen that if all cooperatives and all municipalities qualifying as pref- 
erence customers had their present sources of electric power cut off, 
which is extremely unlikely, and called on Niagara Falls for all their 
power they would use less than one-seventh of it. 

It is estimated that if the St. Lawrence project is taken into con- 
sideration, preference customers, if they demand an amount of power 
equivalent to the present consumption, would take something less 
than 10 percent of the amount of power to be generated at Nia agara 
Falls. Industrial, rural and urban consumers who are served by 
private power companies will be entitled, if we interpret the so-called 
New York State preference rule correctly, to this 90 percent. 

While it may be argued that the Farmers Union has no direct in- 
terest in the Niagara Falls project, as indicated above, we feel that 
legislation authorizing Niagara which does not contain the pref- 
erence clause will be followed by similar bills affecting regions where 
we have substantial membership. 

Actually, the attempt of the utilities to reverse public power policy 
is evident in every fight revolving around legislation authorizing the 
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building of hydroelectric and steam plant electric projects all over the 


United States. We see a pattern which has already developed in the " 
southwest power region, in the Southeast, in the Missouri Valley, in 
the Northwest and in other areas where public power projects or public 
power sites exist. ot 
We believe in the public power policy which includes not only a 77 
preference clause but a responsibility of the Federal Gov ernment to 
build necessary transmission lines to bring the power from the dam 
to the main points of distribution. 
We believe that such a policy is not only in the interest of the 
members of rural electric cooperatives and of city users of electricity 
but that it is in the interest of business and of national defense and A 
of the private power industry itself. We would regret it if policies ym 
endorsed by both political parties and carried out over a period of = 


years were reversed, particularly during this period of severe price 
decline of income on the farm and rising unemployment in cities. te 
Finally, we urge the committee to seriously consider S. 1823, in- 


troduced by Mr. Lehman. This bill adequately protects cooperatives 
and municipalities in accordance with the preference principle and t] 
insures in general the rights of consumers in regard to low-cost power a 
generated at the Niagara River project. P 
We urge the committee to disapprove other legislation which does , 
not adequately protect consumers. We especially urge the dis- ‘ 
approval of legislation which would turn over the power project. to n 
private power companies. We call attention to part of the power . 
resolutions adopted at our recent convention which are as follows: : 
28 (a) We favor the following principles : i 
(1) Establishment by Congress of the principle of Federal utility responsibility 
for that portion of regional power supply required to meet the expanding needs 
of present or future nonprofit electric systems and to support sound expansion t 
of the regional economy. t 
(2) Legal provisions requiring that preference be given to public and coop- ‘ 
erative nonprofit agencies in sale of wholesale energy produced by Federal ‘ 
projects must not be impaired. : 
(3) Establishment by Congress of regional development agencies which will 
recognize hydroelectric development as a primary objective of multiple-purpose 


river-basin programs, but will also provide for the optimum conservation and 
development of all values, including flood control, navigation, irrigation, recrea- ' 
tion, and others. 

(5) Limitation on the discretion of the Federal Power Commission to grant 
licenses for private development wherever they conflict with a Federal program. 

(b) We are opposed to the following : 

(11) The proposed giveaway of Niagara Falls to five power companies, and 
the licensing of a New York State development of the St. Lawrence River without 
provision for preference to public and cooperative bodies. 

(17) Wrecking sound conservation of the past 50 years by removing the Fed- 
eral Government from responsibility for full multiple-purpose development of the 
Nation’s river basins. 

(f) The cause of the Central Valley of California, the New York-New England 
area, Hells Canyon, the Columbia Basin, the Tennessee Valley, the upper Colo- 
rado, including Echo Park, the Missouri, the Southwest, the Southeast, and other 
areas is each the cause of every one of us. Assurance of the continuation of 
the REA program in all areas, including an adequate and expanding generation 
and transmission program for the future, is also the cause of all of us. 

(g) Our Congressmen and Senators must be urged to support Federal develop- 
ment programs in every area. They must be judged on across-the-board support 
of a total national program and not on their votes on local projects alone. 


Senator Kerr. Thank you very much Mr. McDonald for your state- 
ment. 
Mr. Alex Radin, American Public Power Association. 








NIAGARA RIVER POWER PROJECT 147 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Mr. Rapry. Senator Kerr, I would like permission to insert my 
statement in the record and I will summarize it as briefly as possible. 

Senator Kerr. That will be done. 

(The prepared statement of Mr. Radin follows :) 


STATEMENT By ALEX RADIN, GENERAL MANAGER, AMERICAN Punic Power 
ASSOCIATION 


My name is Alex Radin. I am general manager of the American Public Power 
Association, a national trade organization representing more than S00 local 
publicly owned electric utilities in 40 States and Puerto Rico. The membership 
of our association consists primarily of municipally owned electric utilities, 
but also includes public utility districts, State and county-owned electric systems, 
as well as a small number of rural electric cooperatives. No Federal power sys 
tem is a member of the association. 

The interest of our association in legislation regarding the redevelopment of 
the power potential of Niagara Falls stems primarily from the fact that the 
municipally owned electric utilities within economic transmission distance of 
this project (300 miles) are presently purchasing power at wholesale rates which 
are among the highest in the Nation. For your further information on this 
point, I have appended to my statement, as exhibit A, a table showing the cost 
of wholesale power to municipally owned electric utilities in New York State, 
New England, Pennsylvania, and Ohio. 

So that your committee might see a comparison of the rates in the Niagara 
marketing area with rates paid by local public agencies in other areas where 
there are projects comparable to the Niagara project, I have also included in this 
table the wholesale power rates to local publicly owned electric utilities in Ten 
nessee, Oregon, and Washington. You will note that the rates in the Northeast 
area are 3 or 4 times as high as they are in sections of the country where there 
has been extensive development of low-cost hydroelectric power. 

As further evidence of the interest of our members in this project, I would like 
to call to your committee’s attention exhibit A which was inserted as part of the 
testimony I presented on this subject before your committee on April 14, 1954. 
This exhibit, which appears on page 351 of the hearings, indicates that there are 
52 municipally owned electric systems in New York State, 40 in Pennsylvania, 
and 74 in Ohio within economic transmission distance of the project. Altogether 
therefore, there are a total of 166 municipally owned electric utilities which are 
potential wholesale customers for Niagara power. 

In 1948, the latest year for which complete information of this type is avail- 
able from the Federal Power Commission, the total sales of the municipally owned 
electric utilities in New York, Pennsylvania, and Ohio within economic trans- 
mission distance of Niagara Falls were 1,153,405,128 kilowatt-hours. Since that 
time, the national average sales of electric power have increased some 70 percent, 
and if the 1948 sales of the municipally owned utilities are projected by this 
amount, I believe we can safely assume that their present sales are in the order 
of 1,647 million kilowatt-hours. 

It would not be safe to assume that all of the municipally owned utilities with- 
in economic transmission distance of Niagara Falls would take all of their power 
requirements from the Niagara Falls project, if such power were available. But 
even assuming that a major portion of their requirements came from this source, 
1 believe it can readily be seen that the municipally-owned utilities constitute a 
substantial potential market for Niagara power. 

It is this market for a badly needed source of low-cost power, plus the other 
considerations which are at stake, which have resulted in the interest of our 
association in this problem over a period of many years. For your further 
information on this point, I am appending, as exhibit B, a copy of Resolution No. 
23 which was adopted on May 5, 1955, at our annual convention in Jacksonville, 
Fla. Our association, in this resolution, specifically endorsed S. 1823 by Senator 
Lehman and H. R. 5878, the companion House bill by Congressman Davidson. I 
would therefore like to discuss briefly our views on the bills presently before your 
committee, and indicate why we have specifically endorsed the Lehman bill. 

With regard to S. 6 by Senator Capehart, this bill would have the effect of 
turning over this resource, for development, to five private power companies in 
the area. In addition to other disadvantages of such a course, the construction 
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of this project by the private power companies would be contrary to provisions 
of the New York Power Authority Act, which clearly states as follows: : 


“1001. Declaration of Policy ; : 

“Those parts of the Niagara and Saint Lawrence Rivers within the boundaries { 
of the State of New York are hereby declared to be natural resources of the ‘ 
State for the use and development of commerce and navigation in the interest of : 
the people of this State and the United States. In order to provide for the most | 
beneficial use of these natural resources, for the creation and development of | 
hydroelectric power in the interest of the people of this State, and to preserve ; 
and enhance the scenic beauty of the Niagara Falls and River, such natural ‘ 
resources, including the beds and waters of the said rivers as instrumentalities ' 


of commerce and navigation, and the beds, waters, power and power sites in, 
upon or adjacent to or within the watersheds of the said rivers, owned or con- 
trolled by the people of the State, or which may hereafter be recovered by or 
come within their ownership, possession and control, shall always remain in- 
alienable to, and ownership, possession and control thereof shall always be 
vested in the people of the State.’ [Emphasis supplied. ] 

Construction of this project by the private utilities would also be contrary to 
the policies advocated by all of New York’s Governors, except one, for the past 
50 years, and contrary to the party platforms of the two major political parties 
of the State. 

Moreover, private utility development would result in higher costs for this 
power than would be the case under public development, and by infusing all of 
this power into the private power company systems, it is highly doubtful whether 
the development of the project in this manner would result in any substantial 
rate reductions for the electric consumers of the area. 

In view of the fact that extensive testimony has already been given before 
your committee in opposition to the bill providing for private utility development, 
I will not dwell further on this subject at this time, but would like to focus atten- 
tion on several important features of the Lehman bill. 

This bill, in the first instance, provides for development of the Niagara project 
by the New York State Power Authority—a course which we approved. Equally 
important, however, the Lehman bill contains the so-called preference or con- 
sumer safeguard provisions. 

Your committee, of course, is well aware of the fact that the Congress, since 
1906, has been following a policy of providing a preference to local public agen- 
cies in the marketing of power produced from Federal water-resources projects. 
Later this preference in availability was extended to rural electric cooperatives. 
Since such a policy was first adopted almost 50 years ago, it has been reaffirmed 
and strengthened by the Congress on 13 different occasions, under both Repub- 
lican and Democratic Congresses. The most recent reaffirmation of this policy 
occurred during the last Congress when a preference was extended to local 
public agencies and rural electric cooperatives in the marketing of surplus power 
produced from the Atomic Energy Commission nuclear reactors. Through the 
years, therefore, this policy has enjoyed bipartisan support. 

The success and wisdom of this policy has been demonstrated by history. Not 
only has such a policy prevented private exploitation of public resources, but, 
from a positive standpoint, it has resulted in the lowering of electric rates to 
consumers served by publicly and cooperatively owned electric utilities, as well 
as to consumers of adjacent private power companies. In short, the advantage 
of this policy is that it has provided a yardstick, or a measure of competition, 
which is essential to the conduct of an industry characterized by necessarily 
monopolistic conditions, insofar as sales in a given locality are concerned. 

We are therefore pleased to find that section 2, paragraph (b) (1), of the 
Lehman bill specifically provides that the New York Power Authority shall 
“give equal preference for the purchase of such power to (i) counties and 
municipalities, including their agencies or instrumentalities; (ii) departments, 
agencies, and instrumentalities of New York State; (iii) rural electric coopera- 
tives not organized or administered for profit but primarily for the purpose of 
supplying electric energy to their members as nearly as possible at cost; and 
(iv) the defense agencies of the United States.” 

This preference provision of the Lehman bill is completely in harmony with 
the traditional power-marketing principles long sponsored by the Congress. 

The fundamental importance of these preference conditions to the securing 
of an adequate supply of power by the municipal utilities and rural electric 
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cooperatives is highlighted by the experience in connection with the marketing 
of St. Lawrence power. In the absence of such a preference condition with 
regard to the St. Lawrence project, and despite the fact that the Power Authority) 
Act of New York states that municipalities shall secure a “reasonable share” 
of the power generated at this project, the present indications are that the 
municipal utilities and rural electric cooperatives will receive little of this power 
The basis for this statement is that during the hearings before a Federal Power 
Commission examiner on the St. Lawrence project in December 1052 (see p. S25 
of transcript), the then chairman of the authority stated that he could not 
assure the municipal utilities that they would obtain as little as 10 percent of 
the output of the St. Lawrence power. 

More recently the authority has approved, as its first contract, the sale of about 
one-third of the power to a single industrial customer for a 43-year period— 
about twice as long as the period for which similar contracts have been made 
by Federal power-marketing agencies, such as Bonneville Power Administration, 
with large industrial consumers. 

In connection with the marketing of St. Lawrence power, it is also significant 
to note that, in the absence of the preference conditions such as those contained 
in the Lehman bill, the power authority has stated that it ultimately plans to 
sell about one-half of the total amount of power available to large industries, 
and only about 10 percent to the municipal electric utilities and rural electric 
cooperatives. 

While we recognize the importance of using this block of low-cost power to 
stimulate industrial development, we submit that greater benefits are achieved, 
regionwide, if the traditional preference conditions are followed in the market- 
ing of low-cost hydroelectric power, as has been demonstrated so clearly in other 
areas of the country. The reason for this is that if the nonprofit municipal 
electric systems and rural electric cooperatives receive a fair share of this power, 
it becomes an effective force in reducing rates generally throughout the area— 
a reduction which is enjoyed not only by a few large industries, but also by 
hundreds of small industries, commercial establishments, and, of course, the 
residential users of electricity. 

We strongly feel, therefore, that a preference clause such as is contained in the 
Lehman bill is absotutely essential if the power from this public resource is to 
be marketed in accordance with long-established principles which have been 
known to be in the public interest. 

There is one corollary provision of the Lehman bill that is of equal importance. 
That is the section of this bill (sec. 2 (b) (2)) dealing with the transmission of 
power. 

If the preference to public agencies and rural electric cooperatives is to be 
meaningful, the marketing agency must have ample authority to transmit power 
to these customers either by construction of its own transmission lines, where 
economically feasible, or by negotiating wheeling or other similar arrangements 
with companies or agencies owning existing transmission lines that may be 
adequate to carry excess power. 

This authority is of the utmost importance, for the small and isolated munieci- 
pally owned electric utilities and rural electric Cooperatives, each serving a rela- 
tively restricted area, either do not have the legal authority or the financial 
resources to construct transmission lines from the project to their load centers. 

It is therefore necessary for the marketing agency, in this case the New York 
Power Authority, to have ample authority to transmit power to the municipal 
utilities and rural electric Cooperatives. In this respect, we find essential the 
transmission provisions of the Lehman bill. 

To recapitulate, therefore, we feel that a specific and enforceable preference 
condition, under public development, is essential to any plan for redevelopment 
of the power potential of Niagara Falls. The area to be served by this project 
has rates that are among the highest in the Nation, and unless a preference is 
required in the marketing of power from this project, no effective yardstick will 
he established and the competitive pressure of the municipal utilities and rural 
electric cooperatives will not be exercised sufficiently to reduce rates generally 
in the area. 

We therefore urgently request your committee and the Congress to approve the 
Lehman bill, as the only legislation which would accomplish this purpose. 
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PXXxXHIBIT A 


Average cost of purchased power to class A and B municipalities and other local 
publicly owned electric utilities * 
Centa per kilo- 
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1Class A and B utilities are those having gross annual electric revenues in excess of 
$250,000 a year. 


Source: Statistics of Electric Utilities in the United States, 1952—Publicly Owned 
(FPC S-108). 





ExHrsIT B 
RESOLUTION No. 23, NIAGARA FALLS 


Whereas Congress is considering various bills to permit increased use of the 
power potential of Niagara Falls to the extent of 1,300,000 kilowatts ; and 

Whereas several proposals would turn over this valuable resource to private 
monopoly, or otherwise would not make adequate provision for insuring for the 
electric consumers of the area the benefits of low cost power; and 

Whereas the area which would be served by the Niagara Falls power now has 
electric rates which are among the highest in the United States; and 

Whereas adequate provisions for development by a public agency, together 
with marketing of the power under the traditional public and cooperative agency 
preference conditions, are contained at the present time only in Senate bill 1823 
and the companion House bill 5878: Now, therefore, be it 

Resolved, That the American Public Power Association endorses S. 1823 and 
H. R. 5878 and urges their enactment by the Congress. 

Adopted May 5, 1955, American Public Power Association Convention, Jackson- 
ville, Fla. 

Mr. Rapin. My name is Alex Radin. I am general manager of the 
American Public Power Association, a national trade organization 
representing more than 800 local publicly owned utilities in 40 States 
and Puerto Rico. The membership of our association consists pri- 
marily of municipally owned electric utilities, but also includes public 
utility districts, State and county-owned electric systems, as well as 
a small number of rural-electric cooperatives. No Federal power 
system is a member of the association. 

We have a very direct interest in the redevelopment of the power 
potential of Niagara Falls and inasmuch as there are 166 municipally 
owned electric systems within a radius of 300 miles, which is con- 
sidered an economic transmission distance from the Niagara Falls 
project, our projections indicate that their kilowatt-hour sales are 
of the order of about 1,647 million kilowatt-hours a year, of all those 
systems. 

Senator Kerr. Could you give the committee the present average 
wholesale rates they pay ¢ 

Mr. Rapin. That is attached to my statement as exhibit A, by States. 
In the New England area, New York, Pennsylvania, and Ohio. 

For the New England area it is 1.04 cents; for New York State 
am = ; ; 
it is 0.97 cent; Pennsylvania, 1.31 cents; and Ohio 1.74 cents. That is 
their wholesale rate. 
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Senator Kerr. That is the same as saying the New England area 
is 14.3 mills? 

Mr. Rapin. That is right. 

Senator Kerr. And Pennsylvania, 13.1 and Ohio 17.4 mills. 

Mr. Rapti. That is correct. 

Senator Kerr. And contrasted to the rate that has been mentioned 
here, being given to certain industries in the neighborhood of about 3 
to 4 mills? 

Mr. Rapin. That is right. 

Senator Kerr. Do you have in your statement an estimate of what 
your members would be able to do in the matter of rates, if the New 
York State Power Authority redeveloped the Niagara project? 

Mr. Rapin. No, sir; I do not have that in the statement, but I would 
say they could reduce their rates substantially. Just by what propor- 
tion, I do not know, but their rates are 3 or 4, or as high as 5 times 
as high for wholesale power, as the municipally owned utilities and 
the public utility districts are paying in areas where comparable hydro- 
electric power 1s being generated and sold to organizations of that 
type. 

Senator Kerr. There is evidence here that it could be generated 
for less than 3 mills per kilowatt-hour, and transmitted to the general 
area for not to mene 4 mills per kilowatt-hour. 

Mr. Rapin. That is right. 

Senator Kerr. You may proceed. 

Mr. Raprn. I think although it is improbable that all of these 166 
municipally owned utilities would purchase Niagara power if it were 
made available to them, still if a substantial number of them took 
advantage of this power, which is certainly to be expected, and they 
have expressed an interest in doing so, then, you can readily see that 
the municipally owned utilities in this area constitute a substantial 
market for this Niagara power. As I said earlier, we estimate their 
present kilowatt-hour sales are of the order of 1,647 million kilowatt- 
hours which contrasts with 7,800 million kilowatt-hours from the 
project, itself, so they are an important segment of the market for 
this power. And as I pointed out in response to your questioning, 
Senator Kerr, they are in dire need of a low-cost source of power, in 
view of the present high power rates which they are paying from 
privately owned power companies in that area. 

Our association is opposed to the private utility plan for develop- 
ment of this project, not only because such a development would S 
contrary to State law of New York, but also because we feel that 
private utility development would bring about very little if any 
reduction in the rates for that area. The result under private utility 
construction of this project would be not only a higher initial cost in 
the construction, but also this power would flow or be infused into 
their system and there would be but little impact on the general rates 
in that area, which are among the highest in the Nation. 

We wholeheartedly support Senator Lehman’s bill for public de- 
velopment, not only because we feel that this is a public resource 
which the public should have an opportunity to develop, but also 
because we feel there would be the greatest benefit to the electric 
consumers and to the population at large in that area, through public 
development. 
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We are particularly impressed with the need for two provisions 
of Senator Lehman’s bill. One of them is the provision providing for 
preference to public agencies and rural electric cooperatives in the 
marketing of power from this project. We feel that the only way 
by which the public can get full benefit of this power is to provide 
for sale, first, to the public agencies and rural electric cooperatives. 
These nonprofit electric systems can bring about a competitive in- 
fluence on the rates, which would not be possible if they did not re- 
ceive a preference in the availability of this power. 

We are particularly impressed with the need for this, in view of 
the experience which we have found in connection with the marketing 
of power from the St. Lawrence project. In the St. Lawrence project, 
our organization requested in the hearings before the Federal Power 
Commission, that a preference can be inserted in a license for this 
project. The Federal Power Commission determined that they did 
not have the authority to insert such a condition, although there 
was a dissenting opinion that held that they did have such authority. 
More importantly, though, we have found recently in connection with 
the marketing of power from the St. Lawrence project to the Alum- 
inum Company of America, and their overall plans for marketing this 
power, that without a binding preference clause, such has been con- 
gressional policy for about 50 years, the municipally owned utilities 
and rural electric cooperatives do not stand to obtain the benefits from 
this power that they should. 

The New York State Power Authority has already stated that it 
proposes to sell about one-half of the total amount of this power to 
large industries, and only about 75,000 kilowatts or about 10 percent, 
to the municipally owned utilities and rural electric cooperatives. 
We think that that is particularly tragic, in view of the fact that the 
municipally owned utilities and rural electric cooperatives have not 
yet presented their needs to the power authority, and we feel that their 
needs will prove to be substantially in excess of that allocation of 
power. 

Also, although we fully sympathize with and appreciate the desire 
of the power authority to attract large industries to the north coun- 
try, as it is referred to, we feel that the greater benefits to industry 
would be achieved if this power were marketed in accordance with the 
traditional preference conditions because by doing so you would have 
a rate reduction throughout the area which would stimulate the for- 
mation of many small businesses and encourage the growth of small 
businesses and large industries, rather than having this block of power 
siphoned off by a relatively few, or just a handful of large industries 
which would benefit them, alone. 

So we finally believe that not only the preference condition con- 
tained in the Lehman bill is essential, but also the provision in this bill 
providing for transmission lines or the authority to construct trans- 
mission lines, if necessary. These small, local public agencies and ru- 
ral electric cooperatives do not have either the legal authority in many 
cases or the financial resources to build transmission lines of their own. 
That being the case, we think it is absolutely essential to have in this 
legislation the authority now contained in the Lehman bill for the 
State to either construct transmission lines or negotiate with private 
power companies to wheel this power. We think the authority to 
construct transmission lines is absolutely essential because that gives 
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the power authority bargaining authority with the power companies 
to negotiate wheeling arrangements if they are feasible. 

In summary, then, | would just like to state that we are whole- 
heartedly in support of the Lehman bill and urge your committee to 
adopt it. 

Senator Kerr. Thank you very much, Mr. Radin. 

Mr. William Wenner, manager of the Northwestern Rural Electric 
Cooperative Associ: ution, Inc., Cambridge Springs, Pa. 

Sit down, Mr. Wenner. You are among friends. 


STATEMENT OF WILLIAM C. WENNER, MANAGER OF THE NORTH- 
WESTERN RURAL ELECTRIC COOPERATIVE ASSOCIATION, INC., 
CAMBRIDGE SPRINGS, PA. 


Mr. Wenner. Mr. Chairman, I have a prepared statement which I 
would like to put in the record, and I would like to make some re 
marks about it. 


(The statement of Mr. Wenner follows :) 


STATEMENT OF WILLIAM C, WENNER, MANAGER, NORTHWESTERN RURAL ELECTRIC 
COOPERATIVE ASSOCIATION, INC., CAMBRIDGE SPRINGS, PA., AND COORDINATOR FOR 
THE ALLEGHENY ELECTRIC COOPERATIVE OF PENNSYLVANIA 


Mr. Chairman and gentiemen of the committee, my name is William C. 
Wenner. I am manager of the Northwestern Rural Electric Cooperative Asso 
ciation, Inc. We serve 7,550 members in the 4 counties in the northwestern 
corner of Pennsylvania. Erie County, where we serve 2,000 farms, borders on 
Lake Erie. Along our northern border our consumers are only SO miles from 
Niagara Falls, N. Y. Our cooperative will purchase 41 million kilowatt-hours 
in 1955 and this, we estimate, will double in less than 10 years. We now pay 
8.4 mills for power, or 10 percent more than the national average for all REA 
tinanced cooperatives. 

I am here directly representing the 10 electric cooperatives that are members 
of the Allegheny Electric Cooperative, a generation and transmission coopera- 
tive formed to secure more adequate power supplies at lower rates, and indirectly 
all 138 REA-financed co-ops in Pennsylvania. The 13 cooperatives serve about 
65,000 farms and homes in the remote areas of our State. This is approxi 
mately one-third of the farms in Pennsylvania. 

Three of our member cooperatives are paying nearly 11 mills for wholesale 
power and the remaining 10 pay nearly 8.5 mills. Although we are in a great 
coal-producing State we are forced to pay from 110 to 140 percent of the national 
average for our power supply. 

Our 13 systems now purchase about 350 million kilowatt-hours per year. 
By 1960, when the Niagara project would be completed, we will require about 
500 million kilowatt-hours. By 1965 we estimate that our total demand will be 
150,000 kilowatts and our kilowatt- hour needs will exceed 800 million per year. 
At present rates our power bill in 1965 would be about $7,500,000, while at TVA 
rates, which we could expect from Niagara, it would be less than half this amount 
The savings from public power from Niagara could well pay our entire interest 
and amortization payments to REA for ail REA loans made in Pennsylvania. 

All of our 10 systems are within economical transmission distance of Niagara 
Falls and we have long looked toward Niagara for a supply of power at rates 
in line with rates paid by co-ops in other States where aos power is 
available. We feel that this power can be delivered at the New York-Pennsyl- 
vania line over publicly owned or leased transmission lines for less than 5 mills 
per kilowatt-hour. Our Allegheny electric system is in position to provide 
transmission lines to move the power from the New York State line to our 
member systems. 

We are here in support of the Lehman bill, 8S. 1823, because it, alone, pro 
vides the safeguards we feel are required if we are to share in the great poten- 
tial benefits to come from Niagara power. Our systems, operating on a non 
profit basis, are able and willing to carry this power to ultimate consumers 
at the Jowest rates possible. We are by no means opposed to profit in the elec 
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tric power industry. We know, however, from long experience that we need / 
a yardstick in the Northeast to measure the true cost of electric power. in 
We know that high power costs have hurt our co-ops, and surely they have ; red 
hurt our industrial economy as well. i 7 
We have no logical reason to look to the New York Power Authority for a } 0" 
supply of power unless and until the Federal enabling legislation spells out the a : 
terms and conditions under which they should deal with us. We do feel en- : pre 
titled to a share of the Niagara power for our State and for our cooperatives. | 
We respectfully ask your support of the Lehman bill in this session of the : rec 
Congress. We deplore the delay in the redevelopment at Niagara, especially : ves 
in view of the progress made by our Canadian neighbors just across Lake Erie ‘. 
from us tio 
e hi 
. - - . th 
Senator Kerr. You may proceed, as you desire. ee 
Mr. Wenner. I would like to introduce Mr. Harry Burrows, presi- ote 
dent of our local cooperative. al 
Mr. Burrows is a farmer living right on the State line about 80 . 
miles from Niagara Falls. He can look on a clear day over into i = 
Canada, and he is quite familiar with this whole territory, as we all ; ow 
are in northwestern Pennsylvania. 
Senator Kerr. We are happy to have Mr. Burrows with us. . 
Mr. Wenner. We operate the Pioneer Electric Co-op in Pennsyl- i 
vania, serving the four northwestern counties. Among our counties | 


are Erie County, where we have about 2,000 farms, and of course that [oo 
county borders on Lake Erie. We feel that we have a logical interest _ 
in this power and a logical right to ask for your time to appear here. 


= ° ons . ° ou 
We are already purchasing about 41 million killowatt-hours, which 


will double, of course, in less than 10 years, at present rates. If we . 
could enjoy such rates as co-ops enjoy in so-called public power areas, be 
we just feel that the sky is the limit on what our farmers could do with ; ™ 
the use of electric power. | W 

Niagara Falls power, if delivered to us at anything comparable to : 
TVA rates would immediately allow us to reduce our rates to our re 
people, who in turn could apply this great power to their farming a 
and living operations, even heating their homes and all of those 
things which now require expensive fuel, lots of man-hours, and : f; 
therefore cut down the efficiency of our farming operations. We are ; a 
interested in this cheap power because of that reason. - 

I also speak for a generating and transmission co-op in our State, f: 
which was formed years ago, out of desperation. I am sure the com- : os 
mittee knows that the power industry put the farmers in the power th 
business, and the same industry has put us into the generating business. 

We formed a generating and transmission cooperative to improve . 
our situation. We fully intend some day to own our own power ' sl 
facilities, and our Allegheny Generating Cooperative is the corpora- “ 
tion which we have formed to do that. . 

We had planned to use our own coal to build steam plants, but our | 
efforts in that line have been stopped every time because just the . 
moment we come to REA to get a loan, then the power suppliers come 
up with a new proposal which is just good enough to kill off the REA 7 
loan. But you can see from our costs here of 814 to 11 mills, it is I 
still not what we consider could be considered a good wholesale power : 
rate. ; . 

One of our main points we would like to make is that we have this i . 
generating and transmission cooperative already incorporated, which 7 

. 


is in position to accept delivery of this power at the New York State 
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line, if that should be written into the legislation authorizing this 
redevelopment. 

That 1s an important point. We are in a position to take this 
power and use it over our own transmission facilities which we would 
propose to develop. 

Now, there is another historic factor we would like to have in the 
record and that is that power has been ene into Pennsylvania for 
~ars and years, from the Niagara Falls ar There are interconnec- 
tions on the State line, and I presume th: at we tod: ay are using power 
through interchanges that is coming out of your State, and of course 
some from Pennsylvania that goes across the line the other way, at 
times. But Niagara power has been brought into our corner of Penn- 
svlvania for years, and this is just a continuation of that same method, 

Now, we want to make it very clear that we are not opposed to profit 
in the power industry. We are a free profitable private enterprise. 
We feel we are in the private enterprise business. 

Senator Kerr. You own your own business, do you not ¢ 

Mr. Wenner. Yes, sir. 

Senator Kerr. And you have to pay your debts and your carrying 
charges, and you are engaged in the cooperative effort to secure for 
yourselves the necessities in your farm operations and daily living? 

Mr. Wenner. Yes, sir. We just consider this a continuation of 
our struggle—the farmers of Pennsylvania’s struggle—to cope with 
this unsatisfac tory power situation. Ido not need to review with you 
the history of this REA story. You know the story. Our co-op, 
being the pioneer, could not get any power until REA made a loan, 
back in 1936, for generating plants. Then we got a power contract. 
We have gotten all our rate reductions through threats of building 
our own generating plant, and we still — a high rate, in a coal 
producing State where we know that power is being produced very 
cheaply. But it is not being delivered to consumers that way. 

We are not experts in regulations. We know the power companies 
fall back on that story about regulations, but it did not get the 
farmers electric lines, and it is not getting them satisfactory rates. 

My personal feeling in the matter is, the place where regulation 
fails is that there is no control over the investment in these facilities 
which the private companies install. We have no figures on that, but 
that is my personal opinion after 20 years’ observation in the industry. 

About the only thing the regulatory bodies see to is that the profits 
are not excessive, but there is “nothing being done, as far as I know, 
about seeing what investment this profit is allowed to be earned 
upon. 

We do feel that we need some kind of yardstick to get to the bottom 
of this cost situation. 

We know that if the rates were such that we could get power on 
so-called TVA rates, the savings to all our co-ops would more than 
pay our interest and amortization on all our REA loans, and, as you 
know, that is not a small figure. 

Our people have borrowed about $3 million for our own co-o», and 
it is a big item to pay bac x to REA, and T em sure no one would 
blame us for trying to achieve a rate for wholesale power which would, 
in one move, save us mab money to repay the REA loans, out of 
savings. I think that is a significant figure. 
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We favor the Lehman bill because it alone contains the safeguards F an 
which will be required if we in Pennsylvania are to share in the benefits fF - 
from Niagara. ; i - 

We do not expect the people of New York State to look after the : ay 
people of Pennsylvania, and we find that they have not done so, in 
our work with them, on the St. Lawrence power situation, and that sti 
is not even logical. But we do feel that we should look and can 7 
look to the Congress of the United States to safeguard our interests be 
in this instance. 

We know, living up in that corner of the State, just across the lake . 
from Canada, we know what the rate situation is in Canada. We do a 
not understand all about it, but we do know that is much, much ) fo 
cheaper than ours, and as I said, Mr. Burrows can see into Canada pu 
on a clear day from his farm on the hill, on the New York State line, th 
and we, as farmers, are naturally led to question such a situation, a 
where the farmers across the lake can secure power for much lower of 
rates than we pay. 

Thank you. 

Senator Kerr. Thank you, very much, Mr. Wenner and Mr. Bur- 
rows. Weare glad you came. lo 

Mr. Burrows. Could I add a little to that, Mr. Chairman / T 

Senator Kerr. Yes, Mr. Burrows. a 

Mr. Burrows. Asa group of farmers, we naturally are interested in a 
buying electricity as cheaply as possible. Our position is entirely 
opposite to the gentleman who testified for the industries in New York ¥ 
State. We are sitting right there by the lowest-priced power in the al 
United States, and we certainly endorse the Lehman bill as it is now a 
written. be 

This matter of taxes was mentioned by one of the gentlemen a little el 
earlier. We, as farmers, question who pays those taxes. That tax is Py 
written into the electric bill, and the farmer and the home user pays ‘: 
the tax, not the utility company. | 

Senator Kerr. Thank you. di 

Did Mr. Smith arrive ¢ it 

Mr. Smirn. Yes, Mr. Chairman. 

Senator Kerr. Mr. Smith, we find they are getting ready to have a " 
vote over in the Senate. How long will it take you to give us your 
statement ? e' 

Mr. Situ. About 10 minutes, sir. P 

Senator Kerr. I wonder if you could introduce it in the record and p 


summarize it for us? 
Mr. Smirn. I will do that, yes. mr 
Senator Kerr. Very good. You may come forward. 


a 
STATEMENT OF LELAND D. SMITH, MASTER, NEW YORK STATE v 
GRANGE, BRASHER FALIS, N. Y. : 

(The statement of Mr. Smith follows :) t 
STATEMENT OF LELAND D. SmMirH, Master, New York STATE GRANGE, BRASHER ; 
FALLs, N. Y. © 

I am Leland Smith, a general crop and dairy farmer, located in northern New . 
York, my farm being about 12 miles from the St. Lawrence seaway development. t 
I am here before your committee, as an act of courtesy by you, to represent . 


the New York State Grange, an organization of approximately 135,000 rural ‘ 
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and small town folk, an organization made up of people in the lower and medium 
income bracket, all of whom are taxpayers and believe very sincerely in the 
American system that has built this great country of ours to where it is today, 
and the only system that will keep it where it is, namely, the free enterpriss 
system. 

One other system was tried when the Massachusetts Bay Colony was first 
started but soon gave way, gave way so that each had a right to plant and take 
care of as much as he possibly could, and the incentive system of free enterprise 
was born and flourished and will continue to flourish as long as each person or 
group of persons can act on their own initiative. 

Others have appeared before your committee as well as the committee of the 
House of Representatives stating that they were representing the people but in 
the thinking of the Grange folk these representatives represent only a small 
minority of the nominal taxpayers of the State and are representing a group of 
folk who can see two things, namely, a larger income for their group from the 
purchase of tax exempt bonds and a chance to let centralized government contro! 
the thinking of the people of the Nation. 

I want it understood that I am not appearing here in behalf of any corporation 
or company but only in behalf of what we of the Grange believe to be the interests 
of all people who live within transmission range of Niagara Falls. 

The whole subject seems to boil down to the decision between two issues 

(1) State owned and controlled, subsidized power, or (2) power produced 
under the management of companies or corporations, built by the sale of bonds 
which are not tax exempt, operated by these companies who will pay into the 
local, State, and National Treasuries several millions of dollars in taxes yearly 
This will be done at a time when the local municipalities and New York State 
government are casting about desperately to broaden the tax base, also at a 
time when Federal Government is turning thumbs down on the sale of tax 
exempt bonds. 

There is nothing in the policies of the Grange organization, either in New 
York State or nationwide, which favors Government controlled subsidized power 
at Niagara. One brief statement from the records of our last national Grange 
session, held at Spokane, Wash., in November 1954, and contained in the report 
of the committee on national welfare of which I was a member, states, “We 
believe that as long as the Federal budget is unbalanced and the National Gov 
ernment is heavily in debt Congress should exercise restraint in appropriating 
public funds for the development of national resources unless the development 
is essential to the national welfare and development by private enterprise is 
impossible.” 

Our own New York State Grange has for years been on record favoring private 
development of Niagara power and I quote from the 1954 journal of preceedings 
a resolution adopted by the delegate body at Jamestown, N. Y.: 

“Whereas the State and National Grange has always favored private enter 
prise: and 

“Whereas free enterprise reduces public indebtedness: Therefore be it 

“Resolved, That New York State Grange do all in its power to establish a more 
efficient use of transportation, power development, and farm operations which 
promote private or free enterprise.” 

We, of the Grange, believe that the Niagara power should be developed by 
private enterprise for several reasons: 

1. It is purely a power project. It does not involve navigation, flood control, 
reclamation, or irrigation. 

2. The project is simply an addition to the existing hydroelectric development 
at Niagara in which private enterprise pioneered some 60 years ago. 

3. A Government constructed and controlled project at Niagara would open the 
way for Government control in all types of enterprise and industry, includine 
the farming industry, and you are all familiar with the fact that the farming 
industry, especially in New York, would much prefer to do its own thinking 

4. Private development at Niagara would involve, I understand, the expedi 
ture of approximately $400 million which would be used for the purchase of 
goods and services necessary to the erection and maintenance of such a develop- 
ment. This, we think, would be much preferred rather than having $400 million 
of tax-exempt bonds issued, because we need the some $23 million tax dollars 
that would flow from such a development each year. 

5. Unlike certain undeveloped areas of the country which have been granted 
tax subsidies in the form of tax-free power, New York State is a fairly well- 
developed area and does not require any tax subsidy at the expense of the 
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general taxpayer with the incumbent governmental restrictions that certainly 
zo along with a subsidy. 















































‘ 
6. The millions of people in New York State are well served by the present . 
utilities. ? 
7. We cannot see where Government operation would be at all valuable from a 
monetary standpoint, because our average residential and farm electric rates per n 
kilowatt-hour are now below the cost of Government operated plants in the d 
Northwest such as Coulee and Hoover. Our average residential rate is .023 
cent per kilowatt-hour. The farm electric rate is .0196 cent. The averag 
amount used residentially is 2,685 kilowatt-hour per month; the average farm : 
consumption is 5,550 wilowatt-hours in contrast to the national average of 2,690 £ 
kilowatt-hours. The price per kilowatt-hour has been steadily declining with the k 
increased use of power in New York State, and of course is very unlikely to t 
advance because of the watchful eye of the public service commission, which 2 
as you all know has jurisdiction over the rate structure. 1 
8. We of the Grange cannot see a reason why we should be in opposition to the l 
other agricultural groups in the State, the business people, Rotary and Kiwanis 
Clubs, chambers of commerce, labor, the supervisors association of the State, . 
and other civie groups that are working to keep this America of ours from going I 
under socialistic regime. The only people or organizations that we oppose are t 
the ones who wish and are advocating a scheme of things where all will be 
centrally controlled. t 
President Eisenhower has stated that the Niagara issue should be resolved in ‘ 
accordance with the wishes of the local people concerned. The Grange is a non- . 
political organization and is only working for what we consider to be the best ( 
interests of all people concerned. 
The delegate body of our State Grange, comprised of people who are tax- 
pavers in New York coming from 56 counties in the State (the counties com- 
prising Greater New York do not have Grange organizations in them), have | 
voted unanimously time and time again to allow private companies or corpora- | 
tions to develop the additional power at Niagara, and they fully recognize that | 
the existing corporations, namely, Niagara Hudson, Consolidated Edison, New 


York State Flectric & Gas, Rochester Gas & Electric, and Central Hudson Power 
are the ones that will obtain the capital necessary to do the work. 

We of New York do not hold any brief against these companies, because their 
service and their rates are very favorable; and it appears to us that with the 
increased facilities these present rates would be lessened. 

Clearly then, here is a job for private enterprise with no justification for the 
creation of a Government owned and controlled electric power business. 

Of course the water of Niagara is a natural resource but to conclude that 
Government should therefore develop it is to imply that no natural resource 
should be developed by private organizations. This means that all metal mining, 
all petroleum producing, all coal mining, yes even all farming should be done 
by Government. Historically in America as in all nonsocialistic nations, these 
developments of natural resources are done by private investment under a free 
enterprise system, with, in the case of electric power in particular, the rates 
regulated by governmental authority. 

We of the Grange question whether Government can find either economic or 
social justification to enter into this strictly power-generating project. 

The foundation of the development and the progress of our country has been 
freedom—freedom of worship, freedom of speech, freedom of choice in work, 
freedom to keep a share of earnings from labor and invest it in business either 

, one’s own or started by others. 

Under these freedoms men have labored with hope, pleasure, and success in 
fields of their own choosing; have started their own businesses; have exploited 
their own inventions; and have saved capital to invest in the great enterprises 
of the Nation, in order that they, their children, and their children’s children 
might be assured of the finer things of life. 

May the God under whom we have built this great Nation and its industries 
under a free-enterprise system guide and strengthen us to keep and protect them 
now. 

I want to thank you for this opportunity, as an executive head of the New York 
State Grange, to present to your body some of the reasons why we feel that you, 
representing the taxpaying people of this land of ours, should give every con- 
sideration to the Miller-Capehart bill for the development of hydroelectric power 
at Niagara under the sponsorship of private enterprise, we trust that you will 

see the way clear to approve passage of this very important piece of legislation. 
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Mr. Suirn. Mr. Chairman, I am a general crop and dairy farmer, 
located in northern New York, about 12 miles from the St. Lawrence 
seaway development. 

I understand and know that others have ap peared before your com 
mittee advocating, as-these gentleman have just recently, the public 
development of power. 

I am here, representing the organization known as the New York 
State Grange, oa 1: 35,000 rural and small-town folk. It is an or- 
ganization made up of the people in lower- and medium-income-tax 
brackets, all of whom are taxpayers, and they believe very sincerely in 
that American system that has built this great country of ours to w here 
it is today, and we believe it is the only system that will keep it where 
it is today, namely, a free-enterprise system. 

There is nothing in the policies of the grange organization, either 
in New York State or nationwide, which favors Government-con- 
trolled subsidized power at Niagara. 

I would like, Mr. Chairman, to give you one brief statement from 
the records of our last National Grange session that was held 
Spokane, Wash., in November 1954, and was contained in the report 
of the committee on national welfare, of which I was a member, and 
it states: 

We believe that as long as the Federal budget is unbalanced and the National 
Government is heavily in debt, Congress should exercise restraint in appropriat- 
ing public funds for the development of national resources unless the development 
is essential to the national welfare and development by private enterprise is 
impossible. 

Our own New York State Grange has for years been on record as 
favoring private development of Niagara power, and I would like to 
quote you from the 1954 Journal, a resolution that was adopted by 
the delegate body: 


Whereas the State and National Grange has always favored private enter 


prise ; and 

Whereas free enterprise reduces public indebtedness : Therefore be it 

Resolved, That the New York State Grange do all in its power to establish a 
more efficient use of transportation, power development, and farm operations 
which promote private or free enterprise. 

We of the grange believe that Niagara power should be developed 
by private enterprise for a good many reasons. Among them, it is 
purely a power project. It does not involve navigation, flood control, 
reclamation, or Irrigation. 

The project is simply an addition to the existing hydroelectric de- 
velopment at Niagara in which private enterprise pioneered some 60 
years ago. 

A Government constructed and controlled project at Niagara would 
open the way for Government control in all types of enterprise and 
industry, including the farming industry. And you are all familiar 
with the fact that the farming industr y, especially in New York State, 
would much prefer to do its own thinking. 

Senator Kerr. Mr. Smith, as much as I regret it, there is a notice 
that a vote is on the floor, which has now started, and I will be com- 
pelled to go there. ‘The only chance that I will have for you to make 
vour st: itement would be if you were here in the morning. 

Mr. Smiru. Well, Mr. Chairman, I won’t be here in the morning. 

Senator Kerr. In view of the fact that you are not going to be here, 
I must be compelled to ask you to leave your statement for the record. 
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Mr. Smirn. As much as I regret it, too, Mr. Chairman, because I 
would like to present the thinking of this organization of farmers and 
small-town people. 

Senator ek Your statement in the record will receive the con- 
sideration of the full subcommittee. 

Mr. Suirn. I would just like to say, Mr. Chairman, in closing, that 
I trust you and your colleagues will see your way clear to enact this 
Miller-Capehart bill. 

Senator Kerr. You are supporting the Capehart rather than the 
Lehman bill? 

Mr. Suirn. That is right, sir; very definitely. 

Senator Kerr. The subcommittee has before it a letter from Mr. 
Harold C. Hanover, secretary-treasurer of the New York State Fed- 
eration of Labor, addressed to our distinguished colleague, Senator 
Chavez, which statement Senator Chavez requests be placed in the 
record. 

Without objection, the letter will appear in the record at this point. 

(The letter of Mr. Hanover follows :) 


New YorRK STATE FEDERATION OF LABOR, 
Albany, N. Y., July 12, 1955. 


Re Niagara legislation S. 6 and S. 1823 


Hon. DENNIS CHAVEZ, 
United States Senator, 
Senate Office Building, 

Washington, D. C. 
DEAR SENATOR CHAVEZ: We have followed carefully with great interest and 
anxiety the progress of congressional proceeding relative to the development of 
additional hydroelectric power at Niagara Falls. 
We respectfully bring to your attention that the New York State Federation 
of Labor has been and is on record in opposition to the construction and opera- 
tion of this development by the State of New York. Accordingly, we urge favor- 
able action by your committee upon Senator Capehart’s bill, 8S. 6, which would 
permit private enterprise to proceed with the development. 
Senator Lehman’s bill, S. 1823, would require the Federal Power Commission 
to permit New York State to displace private enterprise, which has pioneered in 
Niagara power development for over 50 years. Accordingly, the New York State 
Federation of Labor is opposed to Senator Lehman’s bill as well as the bills intro- 
duced by Congressmen Buckley and Davidson in the House, which also provide 
for public development by the State of New York. 
Our reasons for our opposition to State development are many. In the first 
instance the power companies who have developed the resources of the Niagara 
River up to this time have in the opinion of most of our citizens in New York 
State performed a tremendous job, not alone in their own interest, but in the 
interest of the economy of all of our people. We know that these companies 
with the years of experience behind them can best further develop these resources 
more economically to the people of this State and other States who may be bene- 
fited thereby. 
We are opposed to public ownership and management, either Federal or State, 
because we in organized labor have learned many bitter lessons from agencies 
of government, either National or State, who have superseded work normally 
done under private contract and who have today formed governmental bureaus 
employing civil-service employees. We are aware that these bureaus are far 
more costly to our citizens with their hidden tax structure than the cost of elec- 
tricity or any other commodity provided by private enterprise. 
We thoroughly believe that the average worker who has progressed because 
of his personal initiative in the private field becomes a stifled individual should 
he be compelled to succumb to being “civil-serviced.” 
May we respectfully point out that the organized workers of the State of 
New York do not propose to have their welfare directed or determined by any 
condescending official of the government, whether it be municipal, State, or Na- 
tional, no matter how good the intentions may seem to be. 
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We are constantly striving for a higher standard of living, and in a great 
State such as ours it is unthinkable that we should take one of our greatest 
resources, which have been up till now constantly developed by private enter 
prise, and reduce this great resource to a gigantic civil-service department or 
governmental bureau. We firmly believe that the experience of other States 
should be a warning to these people of our State in that under the guise of various 
forms of electrification programs the opportunity for collective bargaining among 
workers is no longer given recognition by these departments or commissions 

Public-power projects of whatever nature have these two things in common: 

1. A tendency to found a project justified by tax subsidy and then threaten or 
actually construct duplicating production and transmission systems to force the 
sale of privately owned facilities. 

2. A refusal to recognize our unions and also a refusal to live up to the condi- 
tions and benefits of wage scales, working hours, and other benefits which the 
unions have secured and acquired over the years by negotiations with privately 
owned utilities. 

There is constantly the argument advanced by many that the Government can 
do the job more economically. That may be a valid argument in some places, 
but it is not a valid argument in New York State, for the power companies of our 
State have developed the know-how and reputation for getting a job done quickly 
and efficiently, and, of all of the resources available to the public, the power com 
panies have in our estimation created an enviable record in this State. 

The fact that at Niagara only electric power is involved makes the proposal 
for public development even more serious. Up to now, public hydroelectric 
development has been justified because governmental functions such as navi- 
gation or irrigation or flood control have been involved. 

We have other reasons for being opposed to governmental control, be it State 
or Federal, of the building and management of this project and others like it. 
Just recently it has come to pass, true to the predictions we have previously 
made, that in the erection of power projects labor is better able to deal with 
private employers, as is abundantly brought out by the beginning of the erec- 
tion of the facilities and powerhouse on Barnhart Island in the St. Lawrence 
River as part of a State and Province of Ontario undertaking. 

The hostility and ruthless manner in which the chairman of the State power 
authority, Mr. Robert Moses, has been browhbeating labor, both publicly and 
privately, bears out abundantly our opposition to such management. The pres- 
ent status of that particular project is a national no man’s land as neither the 
State nor the Federal Government assumes responsibility so far as enforce- 
ment of labor laws and fair-labor standards are concerned, notwithstanding the 
fact that the State wishes to but is prevented by the dictatorial attitude of 
Chairman Moses and the framework of the very act itself. 

Our many thousands of members working in the field of electrical supply 
have been constantly opposed to becoming civil-service employees forcing them 
to relinquish their bargaining rights with their employer and accepting instead 
a Civil-service status inferior to their present advanced mode of living, which 
they have gained by collective bargaining. 

In conclusion, in New York State there is no need for, nor do we want, any 
governmental robots controlling the supply of power to our people. I can 
ussure you that the people in the area to be served by this project, who are 
the people with the greatest concern, are tremendously in favor of development 
by the private utilities. 

In his testimony in this matter before the House Public Works Committee on 
June 10, 1955, Senator Lehman expressed the belief that the New York State 
Federation of Labor has recently changed its attitude and now favors public 
development, as demonstrated by the foregoing position of the New York State 
Federation of Labor, nothing could be further from the truth. 

We sincerely hope that your committee will give very deep and serious con- 
sideration to the points we make in this communication to you and reject any 
plea for public development of the r resources of the Niagara, and that your com- 
mittee will act favorably upon S. 6. 

I trust that this letter will be included in the record of the Public Works Com- 
mittee hearings on the Niagara power legislation. 

Respectfully yours, 
H. C. HANover, Secretary-Treasurer. 


Senator Kerr. We will reconvene at 10 o'clock in the morning. 
(Whereupon, at 12:50 p. m., the subcommittee — recessed, to re- 
convene at 10 a. m., Friday, July 15, 1955.) 
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FRIDAY, JULY 15, 1955 


Unirep StTates SENATE, 
ComMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop Conrrot—Rivers anp Harpors, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
412, Senate Office Building, Hon. Robert S. Kerr (chairman of the 
subcommittee) presiding. 

Present: Senators Kerr and Cotton. 

Also present: Senator Lehman. 

Senator Kerr. The committee will be in order. Mr. Harold J. 
Machold. 

Mr. Macnorp. Yes, sir. 

Senator Kerr. Before Mr. Machold gives us his statement, I want 
to put in the record the telegram from Mr. Gordon M. Margeson, 
president, Northeastern Electric Cooperative Association; and a tele- 
grom from Sterling Cole, Member of Congress; and a telegram from 
William R. Munger, national vice president and Ohio State regional 
director, Utility Workers Union of America, CIO. 

(The above-mentioned documents are as follows. ) 

CLEVELAND, OHIO, July 14, 1955. 
Hon. Senator Rosert S. Kerr, 


Chairman, Flood Control Subcommittee of the Senate Public Works 
Committee, Senate Office Building, Washington, D. C: 


On behalf of the 10,000 members of the Utility Workers Union of America, CIO, 
in 40 local unions, serving the geographic area of the State of Ohio, we strongly 
urge passage of S—6 for these reasons: We firmly believe in free collective bar- 
gaining; we believe in representation unhampered by restriction of government; 
we believe in paying only our fair share of taxes; we believe in maintaining 
jobs in Ohio industry. Conversely, we as democratic unionists cannot endure the 
threats to free labor as contemplated by S. 1823. We regret that time does not 
permit the more adequate expression of our position which we can say with 
confidence is the unanimous feeling of our members in the cities and throughout 
the State of Ohio. We endorse the statement of Andrew McMahon, chairman of 
our union’s power and atomic energy committee, and request that our support of 
S. 6 be made a part of the record of your committee’s hearing. 

WILLIAM R. MUNGER, 
National vice president and Ohio State regional director, Utility Workers 
Union of America, CIO, 


Batu, N. Y., July 14, 1955. 
Senator KERR, 
Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C.: 
The following resolution was passed by the Northeast Electric Cooperative 
Association at their annual meeting at Plymouth, N. H., on June 29, 1955. 
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NTAGARA FALLS 


Whereas the wholesale power costs of the electric cooperatives in the North- 
eastern States are among the highest in the Nation; and 

Whereas the electric cooperatives in the Northeastern States are in urgent need 
of a source of reasonable cost power ; and 

Whereas approximately 1,250,000 kilowatts of capacity are available through 
redevelopment of the excellent power potential at Niagara Falls; and 

Whereas the redevelopment of this public resource should be undertaken by a 
public agency with preference being accorded municipalities and rural co-ops 
in the marketing of power from this project, so that maximum benefits from this 
project can be enjoyed by the electric consumers: Now, therefore, be it 

Resolved, That the Northeastern Association of Electric Cooperatives support 
the Lehman bill S. 1823, and the Davidson bill H. R. 5878, as this proposed legis- 
lation will best insure the maximum benefits to our people from this project. 
It would be appreciated if this resolution could be included in the record of your 
hearings. 

GorDON M. MARGESON, 
President, Northeastern Electric Cooperative Association. 


WASHINGTON, D. C., July 14, 1955. 
Senator Rorert S. Kerr, 


Chairman, Flood Control Subcommittee, 
Washington, D. C.: 

Pressing atomic energy legislative matter makes it impossible for me to appear 
before your subcommittee today on Niagara power bills. I am fully in favor of 
private development and my constituents have many times indicated their over- 
whelming support of private enterprise development. Unless project begun in 
near future power will not be available when needed, and I respectfully urge 
that S. 6 be favorably considered. The people who will use this future power 
want private development and so do I. Would appreciate inclusion of this 
message in record of hearings. 

STERLING CoLE, Member of Congress. 





STATEMENT 


As an independent, nonpolitical factfinding organization devoted to the public 
welfare of Rochester and Monroe County, the Rochester Bureau of Municipal 
Research urges that the Rochester Gas & Electric and other existing qualified 
utility companies be authorized to finance, develop, and make available to the 
public Niagara electric power, subject to regulations by the New York State 
Public Service Commission and applicable State and Federal taxes, under 
which conditions they can best serve the broad public interest at the lowest 
cost to the consumer. 





W. Eart WELLER, 
Director, Rochester Bureau of Municipal Research. 
G. C. WHITACHER, 
President. 


teint eae tm nanan 


Senator Kerr. All right, Mr. Machold. 


STATEMENT OF EARLE J. MACHOLD, PRESIDENT, NIAGARA 
MOHAWK POWER CORP., ACCOMPANIED BY HARRY G. SLATER, 
ASSOCIATE GENERAL COUNSEL, NIAGARA MOHAWK POWER 
CORP.; AND HAROLD I. HOWELL, SYSTEM PROJECT ENGINEER, 
NIAGARA MOHAWK POWER CORP. 


cA a ay SE hn ORR EA iE Mel * 


Mr. Macnorp. My name is Earle J. Machold, and I am the presi- 
dent of Niagara Mohawk Power Corp., whose principal office is in 
Syracuse, N. Y. I appear here on behalf of a group of investor- 





id ec a 
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owned utilities in New York State to urge favorable action by the 
committee upon 5. 6. 

Niagara Mohawk Power Corp. is the electric utility company serv- 
ing a population of 3,100,000 people in 22,000 square miles of upstate 
and western New York. Our service territory extends from the Hud- 
son River Valley in the eastern part of the State to the Canadian 
border on the north, and across the State to Lake Erie and the Niagara 
frontier in the west, the location of the Niagara redevelopment project, 
which is the subject of the proposed legislation. 

Senator Kerr. Just a minute. Senator Lehman, won't you come 
up here? 

Senator Lenman. Thank you. 

Senator Kerr. You may proceed, Mr. Machold. 

Mr. Macnorp. The Niagara Mohawk system, pioneering in major 
hydroelectric power development, constructed, owns, and has operated 
for 55 years the only existing hydroelectric power development on 
the American side of the Niagara River. In view of this fact, I be- 
lieve the committee will agree that Niagara Mohawk is a major party 
in interest in these legislative proceedings. 

However, the interests, on whose behalf I appear, are of even greater 
scope and important, for I appear here as well on behalf of the four 
major electric utility companies in the State of New York with whose 
facilities the electric transmission facilities of the Niagara Mohawk 
system are directly connected. 

The power pool made available by the interconnected and coordi- 
nated facilities of our five companies, which are further intercon- 
nected with the facilities of other utility companies in New York 
and neighboring States, affords the most favorable and practicable 
method of utilization of the output of the Niagara project and one 
which would most effectively minimize the need for new steam-generat- 
ing capacity. 

We are ready, willing, and able to make the Niagara development 
without the help of 1 cent of any taxpayer’s money or tax subsidy 
and we lack only the legal authority which the Congress can give us 
to undertake construction of the entire project immediately and prose- 
cute it to early completion. 

In addition to Niagara Mohawk, these New York State electric 
companies are New York State Electric & Gas Corp. which renders 
electric service in the south central part of the State and in a sub- 
stantial portion of upstate New York, including the cities of Bing- 
hamton, Elmira, and Ithaca; Rochester Gas & Electric Corp., serv- 
ing the city of Rochester and vicinity; and south to the Pennsylvania 
line. 

Consolidated Edison Company of New York, Inc., serving the 
metropolitan area of New York City and Westchester County; and 
Central Hudson Gas & Electric Corp., which renders electric service 
in the cities of Poughkeepsie, Newburgh, Kingston, and other com- 
munities on and near the Hudson River. 

Comprising a substantial portion of the Nation’s light and power 
industry, these 5 companies serve a 44,000-square-mile area, contain- 
ing a population of 14 million, covering 90 percent of the area of New 
York State and including 90 percent of its people. 

I have submitted here for the use of the members of the committee 
a map depicting the service areas and transmission lines of this group 
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of companies, as well as the interconnections we now maintain and p 
operate among ourselves ad with the other electric utility companies i 
in New York and adjoining States. tl 
In connection with the question of whether the Niagara project ti 
should be undertaken by private enterprise or by a Government 7 
agency, Federal or State, it is important to emphasize at the very L 
outset that this is in no sense a multiple-purpose project. No tradi- 1 Pp 
tional functions of Government are here oveheut. St 
This is not a project in aid of navigation, flood control, reclamation, Oo 


irrigation, sanitation, or water supply. 
A Government power project at Niagara Falls would not be a 


e 
byproduct of any hitherto recognized Government activity, but would ; I 
lace Government, Federal or State, purely and simply in the power n 
pusiness. The construction of a dam or other structure in the river ; oO 
is not involved. ; n 
The required diversion of the waters of the Niagara River will occur F re 
a short distance above the cataract, and the waters will be returned i a 
to the river a short distance below the cataract. Obviously, not one ; 
penny of the hundreds of millions of dollars of cost involved in this : 
diversion and utilization of the water for power purposes can be said ; a 
to be devoted to the improvement of navigation. A 
Further, as you know if you have visited Niagara Falls, New York ‘ I 
State park development lines the bank in the immediate vicinity of the J 
scenic spectacle. Beyond that, there exists one of the most intense ; s 
concentrations of industrial development in the Nation, located be- 
tween the Niagara River and the heavily industrialized city of V 
Buffalo some 20 miles away. Areas of this nature are hardly to be 
identified with irrigation, reclamation, navigation, sanitation, or flood- A a 
control projects. ) I 
In its report on the treaty of 1950, permitting the water diversion 
which makes this project possible, the Senate Committee on Foreign : ] 
Relations found that any change in water levels for navigation on 


Lake Erie or the Niagara River or on the New York State Barge 
Canal would be insignificant; that domestic water supply would be 


unaffected since the intakes therefor are upstream from the power- ' 
plant intakes. | 
In the hearings on the treaty, Army engineers testified that “No : ( 


pollution control or flood control problem will be introduced.” 

Thus, those who advocate a Government power project at Niagara 
can point to none of the bases heretofore relied upon by the Congress 
as justifying governmental power developments. : 

It is worthy of note also that in the recent opinion of the majority 
of the United States Supreme Court upholding the validity of the 
Federal Power Commission’s action in granting a license to a . 
private utility company to construct a hydroelectric development at 
Roanoke Rapids on the Roanoke River in North Carolina, the Court 
observed that the site “was to be developed simply for the production 
of power.” 

In this respect the site differed, said the Court, from the two sites 
in the Roanoke River Basin, which the Federal Government was to 
develop with “muitiple-purpose reservoirs for flood control, water 
power, and low-water regulation * * *.” 

Further, I want to make clear the proposed Niagara project has no 
relation whatever to any other public project including the multi- 


ai ea 


} 










































+ « SEE wea 


poet 


1 ban aN A na cel ae Bd hk on alin Merwin 


NIAGARA RIVER POWER PROJECT 167 


purpose St. Lawrence seaway and power project where the power 
facilities to be constructed jointly by the Canadian Government and 
the New York State Power Authority must include navigation facili- 
ties costing a great many millions of dollars. 

The Niagara River flows into one end of Lake Ontario and the St. 
Lawrence flows out of the other. The Niagara and St. Lawrence 
powerplants would be separated by some 250 miles and by the 9,000 
square miles of Lake Ontario, and obvious ly will bear no physical, 
operational, engineering, or other relationship. 

Of course, our Government and the Canadian Government are prop- 
erly concerned with the preservation of the scenic beauty of Niagara 
Falls. But that interest hardly affords justification for a govern- 
mental power development. Preservation ‘of the scenic spectacle was 
one of the objectives of the 1950 treaty which provides that the Inter- 
national Joint Commission supervise the construction of any necessary 
remedial works, the cost to be borne equally by this country and Canada 
and estimated at some $17 million. 

Furthermore, the electric companies are willing to bear the United 
States’ share of these costs as an integral part of the cost of the project, 
and S. 6 so provides. 

Moreover, the International Joint Commission has long since desig- 
nated the Ontario Hydro Commission to do the necessary work, since 
90 percent of the construction of remedial works is on the Canadian 
side of the river. 

The work was commenced well over a year ago, and is well on its 
way to completion. 

Accordingly, preservation of the scenic beauty of the cataract is 
assured entirely apart from whether the power project is constructed 
by private enterprise or by a public agency. 

It should also be made clear that any desired extension of existing 
park and highway development at Niagara Falls does not require 
public owner ‘ship of the power facilities. 

Senator Kerr. May I interrupt here for a question, Mr. Machold? 
You do not take the position, do you, that there must be a specific 
justification other than its interpretation of its responsibility in con- 
nection with the public welfare for the Congress to authorize a Fed- 
eral project at Niagara Falls, if it should desire to do so, do you? 

Mr. Macuo rp. I do not know that I understand your question, sir. 

Senator Kerr. You have addressed yourself, and intelligently, to 
the proposition that if a power project were constructed here it would 
not be a part of a multiple- purpose project. 

Mr. Macnoxp. Yes, sir. 

Senator Kerr. And that there is not present in this proposition any 
element of justification in connection with navigation or flood control. 

Mr. Macnonp. Yes, sir. 

Senator Kerr. The question I asked you was if you think that the 
Government of the United States needs any other justification than 
its concept of its responsibility for the public welfare to construct 
the hydroelectric power project there if, in it judgment, it felt that 
such a project was in the public welfare. 

Mr. Macuotp. I think the question has to be divided into 2 parts, 
or rather the answer to the question has to be divided into 2 parts. 
One would relate to a Federal development and the second would 
relate to a State development such as this legislation. 
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Senator Kerr. I would appreciate it if you would address yourself 
to the question of Federal development. This is not in either bill, but 
I have asked you the question on that basis. ‘ee ve er 

Mr. Macuow. I think there could be a constitutional question in 
connection with the Federal development. 

Senator Kerr. You think that there is doubt as to whether under 
the Constitution the Federal Government has the authority to de- 
velop it? 

Mr. Macuorp. Yes; I do. 

Senator Kerr. Do you have a brief on the subject? 

Mr. Macuotp. I think that very point is raised in the Roanoke 
Rapids case, which I referred to. 

Senator Kerr. Was that a case in which the Federal Government 
tried to do something and the Supreme Court prevented it, or was 
that a case in which the Federal Power Commission gave a private 
utility a license to do a thing, which was attacked on the ground that 
the Federal Government didn’t have the responsibility or power to 
license a private utility to develop the project ¢ 

Mr. MacnHow. I do not know that I can answer that question. 

Senator Kerr. Would you not think that you would need to before 
applying the decision in that case? If you do not know what the 
question in the case was, how are you in a position to tell me its 
significance ? 

Mr. Macuotp. I think that the language of the Court that differ- 
entiated between a situation where it was simply power produc- 
tion 

Senator Kerr. What was the question in that case? 

Mr. Macrrory. In that particular case 

Senator Kerr. If your counsel is with you and knows the answer, 
I would be glad to have him answer the question. 

Mr. Macuoip. May I ask him to answer the question ’ 

Senator Kerr. Certainly. 

Mr. Starter. In that case, Mr. Chairman, the question basically was 
whether the Congress had preempted full development on that river 
by virtue of prior development by the Federal Government on that 
river, a multipurpose development having earlier been constructed. 

Senator Kerr. Who raised that point? 

Mr. Starter. The Federal Government raised that point. The Sec- 
retary of the Interior raised that before the Federal Power Commis- 
sion, and said by virtue of the authorization for development already 
on the river, the Federal Power Commission was precluded from 
authorizing a private company to make this new development. 

The Supreme Court held that the Federal Power Commission was 
not so precluded and pointed out very clearly, as Mr. Machold has 
stated, the distinction. 

I would also like to say that in the argument over the constitution- 
ality of the TVA, the Court said that counsel for the Government 
rightfully conceded in the argument before the Court that if the 
TVA were simply for the production of power, the TVA Act would 
be unconstitutional; or if the Congress has said it was for something 
else, but it was, in fact, only for the production of power, the legisla- 
tion would not have been upheld. 


So I think our position is that Federal authorization at Niagara 
would be unconstitutional. 
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Senator Kerr. Then let me ask you this question: Do you think 
that the position taken by the State of New York in its request to the 
Congress to authorize it to develop this project should have any weight 
with the Congress ¢ 

I would be glad for the witness to answer that or would be glad 
to have you answer it. 

Mr. Macuonp. Certainly I think the Congress should give due con- 
sideration to everybody’s position. 

Mr. Starter. I did not understand whether your question was a legal 
one or not, Mr. Chairman. 

Senator Kerr. I did not ask whether we could. I asked you if we 
should. 

Mr. Starter. I think the purport of our position is that if you do it 
will be the first time that the Congress has authorized a pure power 
project or there ever has been a pure power project by government, 
whether it be Federal or State. 

I think that is our position. 

Senator Kerr. There is a first time for everything. 

Mr. Suater. That is true. On the other hand, I cannot help but 
refer you—— 

Senator Kerr. I remember when my father passed away about 12, 
13, or 14 years ago, he did so believing he had seen the most amazing 
scientific developments that had ever occurred, or would ever oceur, 
and a little while after that I sat at my television one day and saw 
a picturization of an atomic explosion in Nevada. 

He had never heard of either one of them when he passed away; so 
we live in an age in which it is possible that there be new things, and 
the question I want to raise with this witness is how much considera- 
tion should the Congress give to the position of the sovereign State 
with reference to one of the resources within that State, which is not 
owned by private ownership. 

How much consideration should the Congress give to the position 
taken by that sovereign State? That is the question I would like to 
have the witness address himself to if he cares to. 

Mr. Macuoxp. I do not know that I can say how much weight they 
should give to it. They certainly should give consideration to it. 

I assume in all these matters that Congress does consider from the 
standpoint of the overall welfare of the State and the Nation. I think 
it should in this case. 

Senator Kerr. You do not mean by that that if Congress authorized 
the State of New York to exercise a function of its sovereignty with 
reference to a resolution over and beyond the Congress and the State 
of New York have some jurisdiction, that it would thereby be doing 
something adverse to the interests of the State of New York, do you? 

Mr. Macuorp. I think the answer to that question goes to the whole 
fundamental question here of whether the governmental development 
of these projects is good for the country, or whether the development 
of them by private enterprise where it is ready, willing, and able to 
make the particular development is what should be done for the good 
of the Nation. 

Senator Kerr. Do you conceive, or is it your premise, that hat is 
good for the Mohawk Power Co. is good for the Nation? 

Mr. Macnuorp. I would not say that, sir. 
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Senator Kerr. You do not think that that is necessarily a binding 
premise or principle before us? th 

Mr. Macuotp. I think the question is broader than that, sir. i 

Senator Kerr. You understand that I do not take the position that 
if it is good for the Mohawk Power Co. it is bad for the Nation. 

Mr. Macuoxp. I understand, sir. 

Senator Kerr. I just asked you if you took the position that it had 
to be good for the Mohawk in order for it to be good for the Nation. . th 

Mr. Macuorp. I think this question is much broader than that, sir. de 

Senator Kerr. After all, you are representing one phase of the / fc 
hearing. 

Mr. Macnotp. That is right. ‘ " S 

Senator Kerr. That is all I am asking you about. 

Mr. Macnorp.. My answer is that I think the question relates to the | tl 
whole question of whether it is better in the long run to have these 
—— that can be developed by private enterprise to be developed / G 

y private enterprise or to be developed by Government, be it State or : 
Faleral, 

Senator Kerr. What do you mean by “better”? Whose interests 
do you have in mind there? Do you accept the premise that the cus- t 
tomer is always right? 

Mr. Macuotp. The customer ? 

Senator Kerr. Yes. 

Mr. Macuorp. We do it in my company pretty much. 

Senator Kerr. If the customer’s interest is financially served by 
the State of New York developing this project better than it would 
be if your company developed it, then would we be making a mistake l 
in authorizing them to do it? . : 

Mr. Macuorp. If you start from that conclusion, “No.” 

Senator Kerr. I did not state a conclusion. I asked a question. 

Mr. Macuoxtp. But the question is whether or not 

Senator Kerr. I asked you if it is shown here that the customer— 
that is the consumer—will be better served by your authorizing the 
State of New York to develop this project than by our authorizin 


; ?- 
you to develop it, then should we authorize the State of New York | 
or you? 


m 


es 


Ee a ae anebadaaithd 


oe 





: 

Mr. Macnoxp. I think we have to concede, Mr. Chairman, that a 
State development can furnish power, develop power, cheaper than 
we can because of the tax element. 

Senator Kerr. If you do not want to answer the question, it is all 
right. Please understand that. But it is a very simple question. It 
might be that there are differences of opinion as to whether or not 
a certain thing would be to the best interests of the consumer, but I 
asked you if we decided that it was to the best interests of the con- : 
sumer for the State to develop this project, then should we give that 
consideration to them that would be involved in authorizing the State 
to do it? 

Mr. Macuoxp. It seems to me you have to take other things into ¢ 
account, including the question of taxes and so forth; but after con- 
sidering all of them, if it is decided that in the wisdom of this com- 
mittee and of the Congress, considering all of the elements that it is the ; 
best interests not only of the consumer but of all the people of the 
State and the Nation, if that is the decision, I could not quarrel with it. / 
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Senator Kerr. I am glad you put one thing in that answer. Do you 
think that we should consider the welfare of the people of California 
in that matter ¢ 

Mr. Macnorp. Yes; I would think so. 

Senator Kerr. Then tell the committee how you think their welfare 
is involved. 

Mr. Macno.p. I think their welfare is involved because of the fact 
that the consumers of this power will be paying a price for it which 
does not include the taxes which other communities pay in the charge 
for the service which is rendered to them. 

Senator Kerr. Taxes to the Federal Government or taxes to the 
State of New York? 

Mr. Macnorp. Both, both the local and the State governments and 
the Federal Government. 

Senator Kerr. How much tax does your company pay the Federal! 
Government ? 

Mr. Macuorp. Last year we paid about $45 million in taxes. 

Senator Kerr. To the Federal Government ? 

Mr. Macuotp. No, sir; I will break that down for you; $19 million 
to the Federal Government. 

Senator Kerr. What was your gross take / 

Mr. Macnoxp. About $210 million. 

Senator Kerr. About 9 percent. 

Mr. Macuorp. To the Federal Government. 

Senator Kerr. About what percent to the State of New York? 

Mr. Macuotp. To the State of New York, 13 percent, and to the 
localities and to the State of New York about 13 percent ; total of about 
22 cents of every dollar. 

Senator Kerr. To both the Federal, State, and local ? 

Mr. Macnuonp. Yes, sir; that is correct. 

Senator Kerr. There is evidence before the committee that power 
to the average consumer just across the river is about half of what 
your consumers pay. Is that an accurate bit of information ? 

Mr. Macnorp. The service to domestic customers is cheaper in the 
Ontario Hydro Commission than it is in our system; to industrial cus- 
tomers it is not cheaper. 

Senator Kerr. One of the complaints made against you here is that 
you have sold power to Alcoa at the price of even less than 2 mills 
and up to not over 3 or 314 mills, while you were charging REA 
cooperatives 11 to 15 mills. Is that justified ? 

Mr. Macnorp. We do net sell any power to Alcoa at 214 mills. 

Senator Kerr. What is the lowest industrial rate you have? 

Mr. Macuorp. To the industrial customers in Niagara Falls that 
rate is a little over about 3 mills. 

Senator Kerr. How do you justify that and at the same time charge 
the REA’s an average of 12 mills? 

Mr. Macnorp. We do not have any EA Ss in our system. 

Senator Kerr. Mohawk does not serve any REA’s? 

Mr. Macnuorp. That is right. There. are not any in our system. 

Senator Kerr. There are not any in your vast area? 

Mr. Macnow. Yes, sir; there are five cooperatives in the State of 
New York. 

Senator Kerr. In your area? 

659935512 
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Mr. Macuorp. No, sir; none of them are in our area. 
Senator Kerr. None are in yours? 


w 

Mr. Macnoxp. No, sir; they are in the area of some of the other Pp 
five companies that I am talking about. They have a total of 4,600 

customers. The maximum demand in the aggregate approximates t] 

about 4,800 killowatts. They purchased for resale last year about p 
1814 million killowatt-hours or about one-twentieth of 1 percent of 

the electricity consumed in the State. a 

Senator Kerr. Then the information brought to the committee yes- te 


terday by the representatives of the REA’s was not accurate / 
Mr. Macnoip. Unless they were including Pennsylvania and Ver- A 
mont, which I am not familiar with. 
Senator Kerr. They were including Pennsylvania and Ohio. 
Mr. Macuorp. I do not question the accuracy of their statement, but 
as far as New York State is concerned, there are only 4,600 cus- 
tomers served by REA’s. le 
Senator Kerr. Do you mean 4,600 families / 
Mr. Macnop. 4,600 customers; meters. They may be families; 


they may be stores, commercial. 
Senator Kerr. I would be greatly interested in being advised, and 

that the committee might be advised, how it is that there is an indus- , 

trial rate available in this area of a potential hydroelectric develop- . 

ment that industry can buy power at 3 mills per killowatt-hour and ; 

that REA’s have to pay 14 mills for. t 


If you could give me the information, I would be very grateful to 
you—you said you were speaking here for five companies—if you 
would have some of them give that information for the record. 

Mr. Macnuorp. I do not have that detailed information as to these 
REA’s in New York State and am not familiar with them in the other 
States that you mentioned, but I will be glad to get that informa- 
tion. 

Senator Kerr. We will be very grateful to you if you will. 

Senator Corton. Mr. Chairman, may | ask one question, probably of 
counsel ¢ 

Senator Kerr. Yes, Senator. 

Senator Corron. I just wanted to get in my mind—probably every- 
body else knows this—clearly, of course, the Federal Government has 
to act here because of the treaty with Canada; is that right? 

Mr. Macuorp. That is right. 

Senator Corron. In the absence of a treaty dealing with these 
waters, would it be necessary for New York State Authority, desiring 
to use the waters of this river, to get permission from Congress ? 

Mr. SiaTer. No, but we would have to get permission from the Fed- 
eral Power Commission. By the treaty reservation, the applicability 
of the Federal Power Act was suspended, pending further action of 
Congress. 

If not for the reservation, any applicant for a license could have 
gone to the Federal Power Commission for a license, including the 
State of New York and private enterprise. 

Senator Corron. Just that I may have it clear in my mind, for- 
getting Canada, if a river runs through several States, that river is 
Federal water; is it not? 

Mr. Svater. That is correct. 
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Senator Corron. And in order for one State to make use of the 
waters they would have to go in, not to Congress, but to the Federa! 
Power Commission ¢ 

Mr. Srarer. That is correct. The Congress has delegated, under 
the Federal Power Act, the granting of these licenses to the Federal 
Power Commission. 

Senator Corron. But if a river is entirely within the boundaries of 
a State, then that State could make such use of its waters as it desired 
to do? 

Mr. Siater. Not if the river were navigable. ‘The Federal Power 
Act. would still be applicable, as it must be, to all navigable rivers. 

Senator Corron. But if it were nonnavigable, it could’ The State 
could make any use of those waters without appealing to any Federal 
commission or the Congress ¢ 

Mr. Sxiater. I suppose it could within the framework of enabling 
legislation within the State. 

Senator Corron. And it would have power of eminent domain to 
that property ¢ 

Mr. Siarer. With proper legislation, yes. 

Senator Corron. But in the case of ali Federal waters, permission 
or authority from the Federal Government, either through the Com 
mission or through the Congress, must be obtained by any State that 
desires to make use of waters either for power purposes or for naviga 
tion or power development ¢ 

Mr. Suarer. Any structures in the river or any diversion or use 
of waters of a navigable river must require authorization of the 
Federal Government, either the Congress in this case, or the Federal 
Power Commission under the Federal Power Act. 

Senator Corron. But im this particular instance, the only reason 
that these bills are before our committee is the treaty with Canada: 
otherwise, this would be before the Federal Power Commission ? 

Mr. Srarer. That is correct. 

Senator Corron. Thank you, sir. 

Senator Kerr. | believe that would be subject to this limitation or 
statement: It would be before the Federal Power Commission because 
of the Federal Power Act, which has designated the Federal Power 
Commission as the agency to hear and determine applications for 
licenses for power-development projects. 

Therefore, legislation or bills, 1f introduced, seeking to change the 
Federal Power Act or the authority of the Federal Power Commis- 
sion would come before this committee and then this very question 
could be before this committee in the form of an appropriate bill. 
even in the absence of this treaty division. 

Mr. Starer. That is correct. Congress could repeal the Federal 
Power Act tomorrow. 

Senator Kerr. Or amend it. 

Mr. Starer. Or amend it. 

Senator Kerr. Or make an exception to it. 

Mr. Sratrer. That is correct. 

Senator Corron. In other words, Congress delegated this authority 
but didn’t surrender it. 

Senator Kerr. That is correct. The Federal Power Commission 
is the temporary custodian of it and operates under it until changed 
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by the Congress; and any amendment of it would appropriately be 
before this committee. 

Another question in that regard: Let us say that this reservation 
were not in the treaty and that this were a matter appropriately 
before the Federal Power Commission under its general authorization 
under the Federal Power Act. 

Let us suppose that your company and these others were there 
applying for a license and that the State of New York, through its 
duly constituted agency, and under appropriate legislation of the 
State of New Y ork, with authority to do so, went and applied for a 
license. 

Would it have any preferential right before the Federal Power 
Commission / 

Mr. Starter. Yes; everything else being equal, section 7 of the act 
would accord the State a preference. 

Senator Kerr. Do you regard that as unconstitutional ? 

Mr. Suarer. No, sir. 

Senator Kerr. I thought you said a while ago that your position 
was that any authority for even the Federal Government to develop 
the project which was purely power would be unconstitutional. 

Mr. Starer. That is correct, Mr. Chairman. Your question was 
directed to the Federal enn you will recall. 

Senator Kerr. Yes; it wa 

Mr. Siatrer. Now you are inating about the State. I think there 
is a legal distinction. 

Senator Kerr. You think there is a distinction which has this 
result: that the Federal Government has authority to authorize a 
license to be granted to a State to develop a purely power project 
and give it the preference over any other applicant, but that it does 
not have the constitutional power to develop such a power project 
itself ? 

Mr. Starter. I believe that is correct. 

Senator Kerr. I appreciate that, and I am not presently taking an 
adverse position. I must say that I would approach that question 
with a good deal of respect and curiosity, and being a victim of the 
ancient privilege that a little learning is a dangerous thing, I would 
suggest a shotgun opinion that that could not “be possible, but then 
having practiced just enough law to get a little knowledge, it warns 
me that most anything is possible; and that might be. 

I would want to see the books on that one. I appreciate this on your 
part, Mr. Witness. Go right ahead. 

Mr. Macno.p. The director of State parks in New York has so 
testified. Further, in 1952, the Niagara Frontier State Park Com- 
mission announced that it took no stand in the power controversy and 
that its program could go forward if it received some of the water 
rental money which we have paid to the State of New York for the 
use of the water of the Niagara River for power develpoment. 

Private enterprise now pays for the use of water in the existing 
hydroelectric development some $1,900,000 a year, and has thus far 
paid to the State of New York over $25 million in water rentals, 
none of which the State has seen fit to devote to park or parkway 
development, as has been done on the Canadian side. 
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If private enterprise makes the additional development at Niagara 
Falls, the annual total which would be paid to the State for water 
rentals would approximate $5 million a year. 

Senator Kerr. Would that be at the same rate based on a potent: 
ality as the $1,900,000 ¢ 

Mr. Macuorp. Yes, sir. 

Senator Kerr. In other words, then, the additional potentiality 
there is as 31 to 19 compared to the amount presently being used by 
the utilities ¢ 

Mr. Macuorp. It would approximate that. 

Senator Kerr. Would it not be exactly that, according to these 
figures ¢ 

Mr. Macnorp. Yes. 

Senator Kerr. Fine. 

Mr. Macnorp. From these payments the State legislature would be 
free to make appropriations for any desired park or highway develop- 
ment. 

Senator Kerr. May | ascertain from you how that rental that you 
now pay is figured? Is it a flat sum or is it on the basis of how much 
power is generated ? 

Mr. Macuo.p. I am advised by my associate that the first 20,000 
cubic feet of water which is diverted was paid for at the rate of $55 
per cubic foot per second per year. 

Senator Kerr. Could he or anybody with you give me the answer 
in terms of kilowatt-hours? One million nine hundred thousand 
dollars a year rental for all water—that purchases how many kilo- 
watt-hours? 

Mr. Macnorp. That is the water that is used, which is about 3,800,- 
900,000 kilowatt-hours. 

Senator Kerr. I want to tell you, you and I are way up in the rare 
atmosphere here, so let’s stay close together and maybe we will not 
get lost. 

How many mills per kilowatt-hour is that? Is that one-half of 1 
mill per kilowatt-hour ? 

Mr. Macuorp. A mill per billion kilowatt-hours is a million dollars. 

Senator Krrr. Then a mill per kilowatt-hour for 3,800 million 
would be $3,800,000 ? 

Mr. Macuo.p. Certainly it would be half a mill per kilowatt- 
hour. 

Senator Kerr. Half a mill per kilowatt-hour ? 

Mr. Macuotp. That is right. 

Senator Kerr. Roughly, what does it cost to produce that power’? 

Mr. Macnorp. On a kilowatt-hour basis? 

Senator Kerr. Yes, sir. 

Mr. Macnoxp. I am advised by my associate that, including fixed 
charges, taxes, return, and depreciation, it costs about 3 mills to pro- 
duce that power. 

Senator Kerr. If that is true, how is it that you sell industry the 
power at 3 mills? 

Mr. Macnorp. I am coming to that, sir. The production costs, 
which do not include depreciation, insurance, and return on invest- 
ment, costs about a mill and a half to produce it. 

Senator Kerr. Is that over and above the rental ? 
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Mr. Macuoxp. That includes the rental. 

Senator Kerr. What did you say? 

Mr. Macno rp. Including the rental. 

Senator Kerr. Then 3 mills covers cost of production, deprecia- 
tion, fixed charges, taxes, and return ¢ 

Mr. Macuotp. That is right. 

Senator Kerr. That return—is that 6 percent ! 

Mr. Macuorp. Yes, sir; on the depreciated book value of the 
property. 

Senator Kerr. That is on the amount that is recognized as a jus- 
tifiable part of your tax-rate base ¢ 

Mr. Macuonp. Yes, sir. 

Senator Kerr. Then I would like for you to tell the committee the 
basis of the charge of 14 mills to REA cooperatives. 

Mr. Macuoxp. I do not know that I can document the 14 mills, 
but these cooperatives are not in the vicinity of this development. 
These people who earn this 3-mill rate use very largs blocks of power, 
and they are located at the site. 

Senator Kerr. They do not take it direct from the generator, do 
they ? 

Mr. Macuovp. Within a few miles. 

Senator Kerr. After you start the transmission of power over 
power lines, aside from the cost of maintaining the transmission line, 
there is no difference in the cost of it 50 miles away from the gen- 
erator than there is 15 miles away, is there ? 

Mr. Macuo.. Yes, sir. 

Senator Kerr. What is it? 

Mr. Macuorp. It is your investment in the facilities to get it to the 
fellow that is 50 miles away. 

Senator Kerr. I say aside from the cost of the transmission line. 

Mr. Macuorp. The cost of the investment and the operation of the 
facility. 

Senator Kerr. What other facility is there than the transmission 
line? 

Mr. Macuorp. Distribution facilities. 

Senator Kerr. If he takes it in blocks at his own substation, then 
you do not have any investment in anything but the transmission line 
to get it to him, do you ? 

Mr. Macuorp. If he does that, that is correct. 

Senator Kerr. They all do that, do they not ? 

Mr. Macnoip. Then there is the line loss in transmission of volt- 
age to distribution centers. 

Senator Kerr. What would be the line loss of a transmission line 50 
miles long as contrasted to one 20 miles long ? 

Mr. Macno. I am advised that our line losses right at Niagara 
are about 3 percent and that if you add another 50 miles to that, it 
would be approximately 5 per cent. 

Senator Kerr. About 5 percent. 

Mr. Macnotp. And 20 miles would be approximately 4 percent. 

Senator Kerr. This map that I have here has a number of colors 
on it. It has green and white and yellow and, I would say, kind of a 
beige, and it may be that I am entirely wrong, but that is the desig- 
nation I am giving the color opposite the name of Consolidated Edi- 


C 


in 


in 


ay 











































NIAGARA RIVER POWER PROJECT 177 


son, and then it kind of has a pink. That is the color here of the 
Central Hudson Gas & Electric Corp. 

Are you looking at a similar map? 

Mr. Daas I am, sir. 

Senator Kerr. I see that your company is serving the area shown 
in green ? 

Mr. Macuo.p. Yes, sir. 

Senator Kerr. How far away from Niagara is that 3-mill rate to 
industry available on this map? 

Mr. Macnuoitp. Nowhere except at Niagara Falls. 

Senator Kerr. Now you talked about it being a development as far 
away as Buffalo. Is it available there at that rate? 

Mr. Macnor. No, sir. 

Senator Kerr. What is the rate in Buffalo? 

Mr. Macnoip. Comparable utilization by industry would buy at a 
rate of 614 to 7 mills in the Buffalo area. 

Senator Kerr. What is the farthest point you deliver the power 
you generate at Niagara to big industry ¢ 

Mr. Macnotp. We deliver power to big industry all over the State. 

Senator Kerr. It isan integrated grid; is it not ? 

Mr. Macnor. The power generated from the hydro development 
at Niagara Falls, I think it is fair to say, is all utilized in that vicinity. 

Senator Kerr. This may be an inappropriate question, and you 
do not need to answer it unless you want to, but according to the 
information you gave me, the loss in power if delivered immediately 
adjacent to the generator, you told me was 3 percent. 

Mr. Macuorp. Yes, sir. 

Senator Kerr. And 20 miles away it would be 4 percent / 

Mr. MacHoip. Approximately. 

Senator Kerr. Would you tell me the basis for charging 2.6 times as 
much for the power where the loss was 4 percent as you get where if 
is 3 percent ? 

Mr. MacHo.p. I cannot give you figures. 

Senator Kerr. You said you got 614 mills for industrial power in 
Buffalo which is 20 miles away ¢ 

Mr. Macuob. But these cooperatives that you are referring to 

Senator Kerr. I am not talking about them now. I am talking 
about the industrial rate. 

Mr. Macnorp. The source of that power in Buffalo is entirely steam 
power. 

Senator Kerr. I see. I thought that you understood I was address- 
ing myself to the charge you would make to an industrial customer 
in Buffalo, if you were delivering him Niagara power. 

Mr. Macnorp. Oh, but we do not deliver any. 

Senator Kerr. You do not deliver hydro power that far away / 

Mr. Macuorp. The output of the Niagara Falls development is all 
consumed by industries at or near the site. 

Senator Kerr. What part of the hydro power does your company 
develop, or is this $1,900,000 a year what your company pays 

Mr. Macnoip. What our company pays. 

Senator Kerr. Is there any other company presently generating 
hydroelectric power at Niagara Falls? 

Mr. Macuorp. No, sir; not on the American side. 
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Senator Kerr. You estimate on additional power that could be 
generated, there would be enough to produce an annual rental of 
$3,100,000 ? 

Mr. MacnHo.p. Yes, sir. 

Senator Kerr. On the same basis that we have been talking about 
half a mill per kilowatt-hour, that would be 6.1 billion additional 
kilowatt-hours, would it not? 

Mr. Macuo.p. On that basis my estimate would be too low. 

Senator Kerr. I thought so, because I thought we had evidence here 
that there would be about 8 billion additional kilowatt-hours. 

Mr. Macnorp. That is correct. 

Senator Kerr. On the basis of what it costs you to develop power 
from the water you now use, could an installation be made for the 
greater volume that would enable production to be had at a lesser 
rate than now presently in effect ? 

Mr. Macnowp. Less than the 3 mills? 

Senator Kerr. No, less than the mill and a half, which you tell me 
was the cost other than the fixed charges and return and.taxes. 

Mr. Macnorp. No, sir. 

Senator Kerr. You think that the increase in the volume would 
result in the cost of production—that is, that the cost of production 
would remain steady, regardless of the amount of volume increase ? 

Mr. Macuotp. You are talking, Mr. Chairman, about this proposed 
development ? 

Senator Kerr. I am talking about a proposed development, whether 
it is this one or that one. 

Mr. Macuorp. The cost per kilowatt-hour would be in excess of the 
cost of the present development. 

Senator Kerr. Why? 

Mr. Macuorp. Because of the increase in the price levels. This in- 
stallation would cost much more per kilowatt-hour as its capacity 
than existing plants would which were built from 1905 to 1921, be- 
cause of the fact that the existing development at Niagara Falls uses 
in the Schoellkopf station 20,000 cubic feet of water per second, which 
is not sufficient in quantity to affect in any way the scenic spectacle 
and it is available 24 hours of the day. 

The new development, be it 1,132 million kilowatt-hours or 1,200,000 
kilowatt-hours of installed capacity will not have water in the Niagara 
River to operate at 100 percent of its installed capacity 24 hours a day. 

Senator Kerr. How steady would that production be? 

Mr. Macuorp. We estimate that to firm up the power available 
from the proposed redevelopment would take about 450,000 kilowatts 
of steam capacity at a cost of somewhere between $75 million and 
$80 million. 

Senator Kerr. I wish you would tell me why. I have arrived at a 
conclusion that there was a flowage of water and that was steady. 

Mr. Macuorp. I think that impression comes from the fact that 
that is true as to the present development and was true as to the de- 
velopments on the Canadian side prior to the time that they proceeded 
with their overall] development because the amount of water 

Senator Kerr. If this has a potentiality of 8 billion kilowatt-hours, 
there is certainly a certain part of that that would be firm power or 
could be firm power. 

Mr. Macnotp. Yes, sir. 
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Senator Kerr. What part of it could be! 

Mr. Macuo rp. I a like my engineer here to check me, but I 
think about 600,000 kilowatts of it. 

Senator Kerr. Let us speak of it in terms of kilowatt-hours, as the 
8 billion refers to. 

Mr. Macuow. All right; about half of it. 

Senator Kerr. Now tell me for the record what would be respon- 
sible for the fact that the other half of it would not be firm ‘ 

Mr. Macnow. I will attempt to, sir, and I think Lean. The flow of 
the Niagara River fluctuates from about 150,000 cubic feet of water 
per second to 260,000 cubic feet of water per second. 

Senator Kerr. Would the electric project be fed directly from the 
stream or from a reservoir ¢ 

Mr. Macuorp. Both. The plan does provide for a pumped storage 
development, indicated in that reservoir there on the top right-hand 
side of that map. 

Senator Kerr. That is what I understood. 

Mr. Macuoip. And the water would be pumped into the reservoir 
during the night hours. 

Senator Kerr. I thought that the purpose of that thing was to 
make whatever power that could be developed firm power. 

Mr. Macuo.p. No; it is to take care of power demands, and it only 
makes the available capacity more firm than it would be if it did not 
have it, but it does not make it available 24 hours a day. 

Senator Kerr. If there is a demand for peaking power that en- 
hances the value of the project rather than depreciates it, does it not ¢ 

Mr. Macno.p. Yes, sir. 

Senator Kerr. Is the differential you gave me there of 4 billion 
and 8 billion kilowatt-hours with reference to firm power and peak- 
ing power? Would there be 4 billion kilowatt-hours of firm power 
and 4 billion kilowatt-hours of peaking power ? 

Mr. Macuo p. The firm flow of the river would produce about 4 
billion kilowttt-hours. I think that is correct. And the other 4 
billion would be developed as a result of the pump storage, and as 
a result of the water that may be available from time to time in the 
river itself in excess of the minimum flow. 

Senator Kerr. Would that be peaking power? 

Mr. Macuorp. Yes; I think it would be. 

Senator Kerr. Then I had always thought that peaking power was 
used to enhance the value of steam power rather than steam power 
being necessary to firm up peaking power. 

Mr. Macuotp. During the hours of the day when you do not have 
your water available your customers have got to have power from 
some source. 

Senator Kerr. I thought that was peaking power. Is that not what 
you call peaking power? The peaking power is how you describe the 
excess load you have to carry, isn’t it? 

Mr. Macuoxp. That is correct. 

Senator Kerr. I thought you said that is what the other 4 billion 
was. I am not trying to embarrass you. 

Mr. Macuorp. I understand. I am trying to make this clear. If 
you utilize your water at a time of the day, say it was between 5 and 
7 o'clock in the afternoon when you have the greatest demand upon 
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your system, the water in that reservoir has been depleted and would 
1ave to be pumped back during the following night. 

You would not have the same capacity in your hydro development 
during other hours of the day, having utilized the water from the 
reservoir, and you have got to provide for the demand on your system 
which you have during other hours; and that has got to be provided 
by steam. 

Senator Kerr. I thought you did not have a demand during other 
hours. 

Mr. Macnorp. You have a demand in excess of the 4 billion during 
the other hours. 

Senator Kerr. If you have got enough there to produce 4 billion 
constant power and 4 billion peaking power, you could operate it in 
such a way as to average it out, could you not ¢ 

If you have got a reservoir into which you can pump enough water 
to enable you to create an excess flow of power during a limited time 
of the day, could you not operate it so that that would produce a 
constant flow of power during the day? 

Mr. Macuoip, Could I ask Mr. Howell to answer that ? 

Senator Kerr. Surely. 

Mr. Howetu. The problem, in speaking of the problem of averaging, 
what we would like to point out is that due to the low flow character- 
istics of the Niagara River, created by such factors as wind and ice 
and considering the weather, even with the pump storage reservoir, 
it is not possible to produce this peaking power at 24-hour peak that is 
available under conditions of minimum stream flow of the Niagara 
River. It only provides as firm power something in the order of 450,- 
000 kilowatts less than the capacity of the plant. 

Senator Kerr. Here is what I would like to know: Is the 4 billion 
that would be used or produced there other than the 4 billion you have 
have described as firm power worth more or less than the 4 billion 
firm power ? 

Mr. Hower. That question of the 4 billion firm power that is avail- 
able during the peaking hours of the day would be approximately the 
same value as the peaking power that is available from the pump- 
storage reservoir. 

Senator Kerr. It may be that you intended to answer my question, 
but if you did, I do not understand it. 

The question is this: Is the 4 billion that you have referred to other 
than the 4 billion you referred to as 4 billion firm power worth more 
or less than the other ? 

Mr. Howett. A portion of it is worth more. 

Senator Kerr. On the average. 

Mr. Howe tw. On the average it is worth more. 

Senator Kerr. Is the cost of producing it more or less or the same? 

Mr. Howe ty. Production costs would be approximately the same. 

Senator Kerr. Then those statements add up to the conclusion that 
that enhances the value of the project rather than diminishes it. 

Mr. Howe t. I think that is correct. 

Senator Kerr. That being the case, we do not have to add the cost or 
average out the cost of production of steam power in finding out the 
cost of production of this power? 
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Mr. Howe... That depends upon whether this is developed by an 
integrated company or by a separate entity that has no other steam 
power to firm up those resources. 


Senator Kurr. 
‘ating it with the private utilities even though it were developed 
State of New York? 


inte 
by the 


If it is worth more, would that not be a basis for 


Mr. Howetuz. Yes, sir. 


Senator Kerr. 


Then I would like to have an answer to the question, 


aside from the cost of auxiliary steam power, what would be the cost 
of the production of this 8 billion killowatt-hours of electric power per 


kilowatt-hour? 
Mr. MacnHor. 
Senator Kerr. 


Mr. Maco p. 


It is about 514 mills. 
Break that down for me, will you? 
I can only break it down to the extent, I think in 


that figure is $23 million of taxes. 


Senator Kerr. 


taxes? 
Mr. MAcHo3. 
Senator Kerr 
Mr. Macuo.p. 
Senator Kerr. 
Federal taxes ? 
Mr. MacnHo 3p. 
Senator Kerr. 
Mr. Macno rp. 
Senator Kerr. 
Mr. MAcHo Lp. 
Senator Kerr. 
Mr. MacnHo.3p. 
Senator Kerr. 
help me. 
Mr. Macuo.p. 
that way. 


Mr. Macuo 3p. 
that I gave you. 


Senator Kerr. 


Mr. MacHo p. 


The 5% mills includes State, Federal, and local 


Yes, sir. 


. Depreciation ? 


Yes, sir. 

How much of that 514 mills is State and local and 
$23 million. 

In terms of mills. 

Three mills. 

Three of that 514 is Federal, State, and local taxes? 
Yes, sir. 

How much of it is depreciation / 

About 11% percent of the investment of $400 million. 
If we could keep it in terms of these mills, it would 


I would have to compute it. 
Roughly three-fourths of a mill. 
Senator Kerr. Does that include the half a mill rental ¢ 


I do not have it figured 


The half a mill rental is in the $23 million figure 


In other words, it is in the 3-mill-figure subhead / 


That is correct. 


Senator Kerr. How much of that is return on investment ? 


Mr. Macuo np. 
Chairman. 


There is something wrong with our figures here, Mr. 


Senator Kerr. I want to congratulate you on the breadth and scope 
of your knowledge of yourself and your associates, and the contribu- 
tion you are i to this committee; and as I said a while ago, my 


purpose is not toem 


arrass at all. 


My purpose is to get this information in the record and I would 


appreciate it. 


Mr. Macnoxp. Could we furnish you that figure 


Senator Kerr. 


I would be very grateful to you. 


Mr. Macuorp. We would be very happy to. 


Senator Kerr. 


Yes. Let me ask you this: Does your figuring there 


indicate that the 3 mills—have you found something to indic ate that 
that was not correct ? 
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Mr. Macuorp. No. It indicates that maybe my 51,-mill figure is 
on the low side, but I am not sure. 

Senator Kerr. You will give us an accurate breakdown of that, sir? 

Mr. Macwo.tp. Yes, sir. 

Senator Kerr. That will be very fine, and we will appreciate it. 

Also in that, I would like for you to include your estimate of the 
cost of transmitting that power over a transmission line to a REA 
substation 150 miles away. You have told me that you thought the 
loss would be 3 percent in the immediate vicinity of the generator ; 
4 percent 20 miles away ; 5 percent 50 miles away. 

I would like to have the estimate as to what the loss would be 150 
miles away, and I will be very grateful to you for that information. 

Now you may proceed. 

Mr. Macuorp. In this general connection I should like to submit 
for the record a copy of a letter dated April 13, 1954, from Mr. A. T. 
O'Neill, then vice president of Niagara Mohawk Power Corp., to 
Senator Edward Martin, then chairman of the Senate Committee on 
Public Works, concerning the historic part we have played, and of 
which we are proud, in maintaining the scenic beauty at Niagara Falls. 

Senator Kerr. That letter may be made a part of the record. 

(The letter referred to is as follows:) 


NIAGARA MOHAWK POWER CORP., 
Buffalo, N. Y., April 13, 1954. 


Re Federal legislation on Niagara power. 
Hon. EpwWARD MARTIN, 
Chairman, Committee on Public Works, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR MARTIN: In three communications addressed to you, Robert 
Moses, recently appointed chairman of the Power Authority of the State of New 
York, indulged in intemperate generalities and false accusations against those 
who pioneered the development of power at Niagara Falls and who are now en- 
gaged in the enterprise.’ Such expressions as “the lurid past history of callous 
exploitation,” * the history of private exploitation of the Niagara frontier in New 
York State is one of outrageous effrontery.”’* private power interests which had 
gone a long way toward ruining the entire escarpment on our side,” * and “the dis- 
graceful American history” of private power development at Niagara,® might be 
ignored as emanations from a person given to reckless statements were it not 
for the fact that he presumes, by reason of his position, to know whereof he 
speaks. He stated: ° 

“I speak in this context also as the head for 30 continuous years of the New 
York State park system and can testify from first-hand experience to the un- 
wisdom of entrusting the development of great natural State resources to private 
power interests. Those of us who have spent years in reclaiming the waterfront 
know what ruthless and selfish private exploitation really means.” 

Our concern is enhanced by knowledge that the letters have been made a part 
of the record of the hearing of your committee. 

While unsupportable assertions of the character above quoted permeate his 
three letters to you, they are summed up in the following portion of a paragraph 
at page 2 of his letter dated March 29, 1954: 

“The incontrovertible history of private exploitation of Niagara Falls and the 
Niagara frontier is one of outrageous effrontery. The record shows that ‘the 
private companies have never had the slightest interest, and by their very nature 
can have none, in the preservation of these public assets. Their sole interest is 
and must be the exploitation of the diversion and fall of water and its conver- 


1 Letters dated March 13, 17, and 29, 1954. 
2 Letter dated March 13, 1954, p. 1. 
3 Letter dated March 13, 1954, p. 5. 
* Letter dated March 13, 1954, p. 5. 
5 Letter dated March 29, 1954, p. 3. 
® Letter dated March 18, 1954, p. 7. 
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sion into power by the cheapest and most expeditious means, regardless of scenic 
or other damage or future public need of these natural resources. They cannot 
he expected or trusted to have the larger public interest in mind. It is for 
these reasons that it was necessary to provide by statute for the preservation by 
the State of these great natural resources, for their inalienability, and for public 
control, under international treaty, for use and enjoyment by all the people, pres 
ent and future.” 

Lest you or members of your committee be misled by the wholly false assertions 
of Mr. Moses, we deem it our duty to state facts which are a matter of record 
and easily can be verified. We do not know to what “record” Mr. Moses referred. 
He does not state. The “record” to which we shall refer is composed of Senate 
and House documents and proceedings of responsible and reputable groups. 

In sharp contrast to Mr. Moses’ statement we quote Gen. Charles Keller, 
former officer in the Corps of Engineers, United States Army, member of the 
Niagara Falls Committee appointed by Hon. William H. Taft, when Secretary of 
War, to advise him what changes could be made on the American side of the 
gorge below the falls which would put it in natural harmony with the falls and 
other surroundings, and which would conceal, as far as possible, the raw com 
mereial aspect of that region.’ Speaking at a meeting of the American Society of 
Civil Engineers on July 19, 1928, in respect of the attitude of the power. com 
panies toward preserving the scenic beauty of Niagara, General Keller said: * 

“Then, as now, the power companies were good citizens, observant of the 
decencies that should characterize the relations between citizens and their Gov- 
ernment. Indeed, they went further and, in a matter certainly far removed from 
the national jurisdiction, showed a public spirit as enlightened as it was gratify 
ing. This refers to their voluntary cooperation with the Commission, created by 
the Secretary of War in 1906, for the purpose of remedying unpleasant scenic 
conditions on the New York side. Certainly, such a matter concerned not the 
national or the State, but merely the local authorities; and yet the two powet 
companies not only accepted advice but originated suggestions for improvement, 
and, without protest, paid the expense of these scenic betterments. They cer 
tainly were pioneers in what is now referred to as ‘public relations.’ ”’ 

No one was in better position than General Keller to know the attitude of the 
private power companies in respect of the preservation of the scenic splendor of 
Niagara. Not only did he serve a period of years as a member of the Taft com 
mittee, but as district engineer in charge of river and harbor improvements at 
Detroit, and, in 1918, as Power Administrator for War Department and War 
Industries Board. 

The record of private development of power on the Niagara frontier, instead 
of being “one of outrageous effrontery,” is an honorable one, in keeping with the 
finest traditions of American free enterprise. As stated in the oft-quoted Warren 
report: ° “the record of the energy and persistence of the pioneers who developed 
the great hydraulic and electric installations at Niagara forms a bright page in 
the history of science and engineering.” ” 

The history of private development at Niagara Falls is impartially reviewed 
in Senate Document No. 128, 71st Congress, 2d session, pages 345-350, titled 
“The Preservation and Improvement of Niagara Falls and Rapids,” being a re- 
port of a special international board representing the United States and Canada, 
and in the report by Col. J. G. Warren, Corps of Engineers, and the Board of 
Engineers for Rivers and Harbors, of an investigation authorized by Public 
Resolution No. 8. 65th Congress, of the subject, Water Diversion From the Great 
Lakes and the Niagara River, including Navigation, Sanitary, and Power Pur 
poses, and the Preservation of the Scenic Beauty of Niagara Falls and the Rapids 
of Niagara River, transmitted to the Speaker of the House of Representatives by 
the Secretary of War, under date of December 7, 1920, titled “Diversion of Water 
From the Great Lakes and Niagara River,” and frequently referred to as the 
Warren report. Reference also is made to a two-volume work titled “Niagara 
Power,” by Edward Dean Adams, M. A., M. S., L. L. D., particularly chapters IV, 
VII, VIII, XII, and XIII in volume I and chapter XXVI in volume II, and to a 
paper titled “Niagara Power,” by Dr. Norman R. Gibson, reported in Transactions 
of the American Society of Civil Engineers, volume 95, page 1 et seq. 


7 62d Cong., 2d sess., Doc. No. 246, pp. 17-19. 

* Transactions of the American Society of Civil Engineers, vol. 95, p. 37. 

® Report on Investigation of Water Diversions From the Great Lakes and Niagara River, 
hy Col. J. G. Warren, Corps of Engineers, U. S. Army, August 30, 1919. 

%© Warren report, supra, p. 254. 
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Toward the end of the 19th century the scenic spectacie at Niagara was de- 
spoiled by commercial undertakings. It was not despoiled by the power com- 
panies. A description of conditions then existing is found in Senate Document 
128, 7ist Congress, 2d session, pages 23-24. 

In 1905 the American Civic Association, of which Mr. J. Horace McFarland 
was president, called the attention of both the United States and Canadian 
Governments to their duty to the world of controlling and preserving the scenic 
integrity of the falls of Niagara. Congress on June 29, 1906, passed the Burton 
Act “for the control and regulation of the waters of Niagara River, for preserva- 
tion of Niagara Falls, and for other purposes.” Under the provisions of the 
Burton Act attempts were made to obliterate the blemish on the natural beauty 
of the spectacle caused by the industrial development below the steel arch 
bridge. In 1907 Secretary of War Taft appointed a committee of eminent 
citizens, including Mr. Frederick Law Olmsted, nationally famous as a land- 
scape architect, and in 1908 Maj. Charles Keller, Corps of Engineers, United 
States Army, to whom reference has been made, to study and report upon the 
subject. 

A substantial industrial district has been built up in the vicinity of the hydrau- 
lic canal basin. Extending northerly from the steel arch bridge, commonly 
known as the Rainbow Bridge, was a gas works, city waterworks, silver-plating 
works, paper mills, flour mills, a chemical plant, and the plant of the Aluminum 
Company of America. Some of these mills were constructed upon lands under 
long-term leases from the Niagara Falls Hydraulic Power & Manufacturing Co., 
owner of the hydrauiic canal. The structures erected by those tenants and by 
other owners of land on the bank were not the property of the power company 
and it had no control over them. They had been erected to suit the necessities 
of the business carried on in them, in accord with the individual tastes and 
judgment of their owners, and were such as were ordinarily incidental to a manu- 
facturing district which had grown up over a period of 50 years. 

The Taft committee held hearings at which representatives of the Niagara 
Falls Hydraulic Power & Manufacturing Co. were present. At the time of the 
first hearing the company was engaged in the construction of a powerhouse. 
As a result of conferences with the members of the Taft committee, the power 
company willingly agreed to substitute rubble for concrete in the construction 
of its new powerhouse, and to construct a screen wall of rubble covering the 
penstocks so that the wall and powerhouse would harmonize in color and texture 
with the cliff itself. It caused the tailrace slopes to be cleared and planted 
and the tailwater streams from the mills discontinued and sealed over. 

In 1908, in submitting to the Secretary of the War Department Committee on 
the Restoration of the Scenery at Niagara Falls, his report of the work of restor- 
ing the vegetation in the gorge in the milling district of Niagara Falls, during 
the years 1907-8, Frederick Law Olmsted, member of the Taft committee, stated 
(p. 3): 

“The Schoellkopf Co. and the Niagara Falls Power Co., being the chief inter- 
ested parties, showed the utmost readiness to comply with all my suggestions as 
to the treatment of the talus slope. The former also induced its tenants ani 
others at the top of the cliff to permit it to do what could be done for control- 
ling the discharge of waste over the cliff and for establishing vegetation there: 
by building walls, sinking shafts through the rock to the base of the cliff and 
connecting them with underground pipes to the river for the discharge of sew- 
age, ashes, chrome waste, etc., and by hauling in soil and planting vines and 
trees. The Niagara Falls Power Co. also planted its portal lot at the top of 
the cliff. Toward the end of the season the Electrical Development Co. under- 
took a small amount of planting on the narrow bank at the top of the cliff 
outside the gas works and built a board fence at the top of the bank to stop 
further unauthorized discharge of material by their employees or tenants or by 
trespassers. The International Railway Co. declined ‘in view of the hard times 
and resultant decrease in revenues’ to adopt a suggestion which I submitted to 
them that they should plant the vacant land of their bridge approach and thus 
complete the connection between the other bank planting and the woods of the 
State reservation, but the president of the company expressed a willingness to 
consider the matter later on. 

“Almost the whole burden of what was done, therefore, was borne by the 
Schoellkopf Co. and the Niagara Falls Power Co.” 

The Taft committee in its report (H. Doc. No. 246, 62d Cong., 2d sess., dated 
Dec. 11, 1911) had this to say: 

“10. It is plain that existing conditions in and near the milling district are 
greatly improved. Thse changes have been made partly at the expense of the 
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Niagara Falls Power Co., which cooperated by planting its portal lot just north 
of the highway bridge, and, in much the larger part, at the cost of the Hydraulic 
Power Co. of Niagara Falls, which owns the powerplants to the north of the 
bridge. The committee desires to express here its appreciation of the public 
spirit and liberality by these companies.” 

One of the conditions of the permit for diversion of water under the Burton 
Act, was that the grantee should carry out in good faith the obligations which it 
assumed in letters to the War Department or to representatives of that Depart 
ment concerning the improvement of the scenic conditions on the American 
side of the gorge. Those obligations were minor compared with the work that 
has voluntarily been done by this company and its predecessors since expiration 
of the Burton Act on March 4, 1913. We have pursued a policy, whenever 
opportunity presented itself, of acquiring properties and buildings of tenants on 
the canal basin so that the land might be cleared and the general appearance of 
the area improved. The progress of this work has been slow and it has been 
very costly. The following table shows the dates upon which some of the various 
properties were acquired: 

Property Date acquired 

Cle ait Want WOON 2 i Ls _.. Sept. 21, 1909 
Niagara Wood Paper Co_- : .. Jan. 31, 1911 
Coalyard on west side of Main St_ . Apr. 30, 1918 
Pettebone-Cataract Paper Co. a ‘ataract C ity Milling Co May 1, 1925 
Electrolytic Holding Co., lot 35, Main St__-_-- ; a Dec. 1928 
Niagara Falls Gas & Light Co ida Aug. 3, 1929 
The Cliff Paper Co ae Aug. 3, 1929 
Oneida Community, Ltd. (Wm. A. Rogers, Ltd.) —- July 31, 1932 
Aluminum Company of America buildings boewel June 1, 1935 

Mar. 1, 1949 


Gradually over the years we acquired title to all of the land extending from 
the bridge to our powerhouse. We have cleared the area of factories and ob 
jectionable structures. The attached photographs, exhibits A and D, reveal 
conditions as they existed at the time the Hydraulic Power Co. willingly under- 
took to cooperate with the Taft committee, and exhibits B, C, and E, conditions 
as they exist today. The cost to this company and its predecessors exceeds $315 
million. During the years 1951, 1952, and 1953, we spent a total of $133,115.43 in 
razing the Aluminum Co. buildings north of our Schoellkopf station, the placing 
of fill at the site to bring the ground level up to proper grade, the placing of top 
soil, seeding, and landscaping. This work has not been completed. It will con 
tinue at least through the year 1954, and it may be expected that we will spend 
an additional $5,000 before this work has been completed to our satisfaction 

In conflict with the statement of Mr. Moses that “the record shows that the 
private companies have never had the slightest interest, and by their very nature 
can have none in the preservation of these public assets,” that the private power 
companies in the past “have shown no concern for conservation of natural 
resources, have exhibited no genuine interest in the public welfare or public 
opinion,” " are statements of the Special International Niagara Board, of which 
Maj. DeWitt C. Jones, Corps of Engineers, United States Army, district engineer 
at Buffalo, N. Y., and Mr. J. Horace McFarland, past president of the American 
Civic Association, were the United States members. In its report titled “The 
Preservation and Improvement of Niagara Falls and Rapids,” dated June 22, 
1928, the Board acknowledged its appreciation of the “wholehearted cooperation” 
of and the valued contribution of information by the Niagara Falls Power Co.” 
At page 19 of its report, the Sepcial International Niagara Board stated: 

“13. The results of the studies and investigations of others who have interested 
themselves in the conditions obtaining at the falls and in the river were also 
available for the Board’s consideration and review. Among these might be 
mentioned the investigations of the late John Lyell Harper, chief engineer of the 
Niagara Falls Power Co., into the causes and trends of the recession of the 
Horseshoe Falls and the studies of the falls made by the engineers of this com- 
pany through the instrumentality of the elaborate model of the falls, constructed 
by the company for the purpose of demonstrating how the distribution of a 
controlled volume of water can effectively resupply with water those portions 
of the falls to which the supply in recent years has been deficient. The 
researches of the engineers of the Hydroelectric Power Commission of Ontario 


11 Letter dated March 13, 1954, p. 10. 
4 §. Doc. No. 128, Tist Cong., of sess., pp. 17, 22. 
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into the various factors having to do with the utilization of diverted water for 
power purposes and the measures necessary or desirable for the purpose of 
adequately safeguarding scenic values, were likewise placed at the disposal of 
the Board. 

“14. While the conclusions reached by investigators vary, both as regards the 
protective measures necessary to restore or enhance the scenic beauty of the 
falls and as to the water that might be permitted to be diverted for power 
purposes, one underlying principle is characteristic of all—namely, the appre- 
ciation that the Niagara Falls is a scenic spectacle, the preservation of which 
must be superior to all other considerations.” 

Heretofore reference primarily has been made to the Niagara Falls Hydraulic 
Power & Manufacturing Co., one of the two power companies engaged in genera- 
tion of power on the American side of Niagara Falls prior to 1918. In 1918 that 
company and the other generating company, the Niagara Falls Power Co., were 
consolidated and the name “The Niagara Falls Power Co.” continued. To dis- 
tinguish between the consolidated the Niagara Falls Power Co. and its constitu- 
ent, reference now will be made to the Niagara Falls Power Co. (constituent). 

The Niagara Falls Power Co. (constituent) was organized in 1889. Its power- 
houses were and are located above the cataract. They have evoked the admira- 
tion and favorable comment of people from all parts of the world. The Warren 
report described those structures as follows (p. 301) : 

“Along the northeast end of the northwest side of the canal stands plant No. 1. 
The building, designed by Stanford White, is a handsome structure of dark gray 
limestone, about 75 feet wide and 460 feet long. It contains ten 5,000-horsepower 
units. Plant No. 2 is a similar structure on the opposite side of the canal about 
midway of its length.” 

Attached hereto as exhibits F, G, and H are photographs of those structures, 
designed by one of the foremost architects of all time. Do they or do exhibits B, 
C, and E substantiate Mr. Moses’ statement that the private companies’ “sole 
interest is and must be the exploitation of the diversion and fall of water and 
its conversion into power by the cheapest and most expeditious means”? The 
buildings and grounds have been well maintained by the company and its prede- 
cessors throughout the period Mr. Moses claims to have been engaged in “reclaim- 
ing the waterfront” from “ruthless and selfish private exploitation.” 

At page 75 of the Warren report appears the following: 

“It is true also that the great hydroelectric developments now existing at 
Niagara Falls furnish a spectacle of beauty, grandeur, and sublimity almost 
rivaling the falls and rapids themselves.” 

Does this statement of an impartial governmental agency in 1919 square with 
the calumnious assertions of Mr. Moses? 

And where is “the lurid past history of callous exploitation”? General Keller, 
Power Administrator for the War Department and War Industries Board 
during World War I stated: ” 

“In the fall of 1917 the need of energy for war purposes in and near Niagara 
Falls became so serious that the Secretary of War was forced to intervene and 
shortly thereafter steps were taken to requisition and to allocate the available 
power supply in accordance with an orderly system of priority. 

“The two power companies at Niagara Falls submitted gracefully to this regu- 
lation of and interference with their business and did their utmost to promote 
the war program of the Government. Later, when the agents of the Secretary 
of War sought means to increase the power supply of this district, an attempt 
was made to secure legislation authorizing the diversion of 4,400 cubie feet per 
second, the unused portion of the treaty water. Several months were wasted in 
this effort, and when it became evident that legislation could not be had and 
that the supply of certain strategic war materials obtainable only or chiefly at 
Niagara would probably soon fall short, the War Department finally adopted the 
only available alternative, and reversing the policy of 8 years’ standing, decided 
to issue a revocable license for the utilization of the 4,400 cubic feet per second 
remaining from the treaty allotment. At about the same time negotiations were 
begun looking toward the consolidation of the two then existing power com- 
panies. Here again effective progress was dependent on the active cooperation 
of the two companies and their willingness to expend many millions of dollars 
at a time when money was hard to get, on the faith of a revocable permission, 
an authorization the permanency of which was at least speculative. It is mere 
justice to those who controlled the two companies to state that they showed no 
disposiion either to haggle or to hesitate and that, when their help seemed 





‘* Transactions of. the American Society of Civil Enginers, vol. 95, p. 38. 
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necessary to the execution of part of the comprehensive plan for obtaining a 
power supply adequate for the war program forecast by those in authority, they 
were prepared to do their share promptly and without asking the financial 
assistance of the Government.” 

If this history is “lurid” to Mr. Moses, it may not seem terrible to you. It 
does not sustain a thesis of “ruthless exploitation” or of “franchise grabs.” 

We cannot close this letter without refutation of the unfounded insinuations 
of Mr. Moses derogatory of the late Paul A. Schoellkopf. Mr. Schoellkopf was 
actively engaged as an officer of one or more of the power companies at Niagara 
Falls from 1913 until his death in 1947. From March 1915 until his death, 
except for a short interval, he served as a commissioner of the State reservation 
at Niagara.“ It is significant that during that period he was appointed and 
reappointed to the commission by Governors of the State of New York regardless 
of party affiliation. He was first appointed in 1914 by Governor Glynn, then 
was appointed by Governor Whitman, then was appointed for a term of 5 years 
by Governor Smith and reappointed by him for an additional term of 5 years; 
he was appointed for a term of 7 years by Governor Lehman and was reappointed 
by him for an additional term of like duration. Since the State reservation 
at Niagara was created and the commission has been continued “for the pur- 
pose of restoring the scenery of Niagara Falls and preserving it in its natural 
condition” is it conceivable to any rational person that Mr. Schoellkopf would 
have been appointed and reappointed by responsible Governors of the State 
of New York, both Republican and Democrat, had he not conscientiously bent 
his efforts to restoring the scenery of Niagara Falls and preserving it, or, if 
over a span of more than 30 years while serving on that commission, he in his 
capacity as the chief executive officer of one or more of the power companies 
at Niagara Falls had indulged in or permitted his companies to indulge in 
“callous exploitation” of the falls, or in “ruining the entire escarpment on our 
side,” or had the “sole interest” of his companies been “the exploitation of the 
diversion and fall of water and its conversion into power by the cheapest and 
most expeditious means, regardless of scenic or other damage’’? 

The writer was associated with Mr. Schoellkopf for a period of 30 years and 
during the last several years of his life was intimately acquainted with him. 
No one—and we except no one—was more genuinely and sincerely interested in 
preserving the scenic splendor of Niagara Falls or gave more freely of his time 
and energy to that worthy objective than he. 

There may be forums in which calumny and invective, such as indulged in 
by Mr. Moses, are persuasive—where rhetorical phrases are a substitute for 
facts—but your honorable committee is not such a one. We have given you 
facts from which you may draw your own conclusions. We have given you 
statements of governmental officials and highly reputable citizens charged with 
or who have assumed a responsibility for preserving the scenic grandeur of 
Niagara Falls and the rapids. Those people, whether as members of an inter- 
national board composed of representatives of the Governments of the United 
States and Canada, or as officers of the Corps of Engineers of the United States 
Army, or as members of official committees, had no ulterior or selfish motive 
when they declared the power companies to be “good citizens, observant of 
the decencies that should characterize the relations between citizens and their 
Government” when they expressed their “appreciation of the public spirit and 
iiberality shown by these companies” in making substantial expenditures not 
only on their own property but on property of others in accord with their 
suggestions of means to restore the scenic beauty of the gorge, when they 
acknowledged their appreciation of the “wholehearted cooperation” and “will- 
ing cooperation” of the privately owned companies, or when they declared that 
the privately owned power companies “certainly were pioneers in what is now 
referred to as public relations,” or when they quoted favorably upon “investi- 
gations of the late John Lyell Harper, chief engineer of the Niagara Falls Power 
Co., into the causes and trends of the recession of the Horseshoe Falls and the 
studies of the falls made by the engineers of this company through the instru- 
mentality of the elaborate model of the falls, constructed by the company for the 
purpose of demonstrating how the distribution of a controlled volume of water 
can effectively resupply with water those portions of the falls to which the supply 


5 4%4In 1934, the name of the commission was changed to Niagara Frontier State Park 
Commission. 
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in recent years has been deficient,” and followed that expression with the 
statement : 

“While the conclusions reached by investigators vary, both as regards the 
protective measures necessary to restore or enhance the scenic beauty of the 
falls and as to the water that might be permitted to be diverted for power 
purposes, one underlying principle is characteristic of all—namely, the appre- 
ciation that the Niagara Falls is a scenic spectacle, the preservation of which 
must be superior to all other considerations.” 

All this was done before Mr. Moses claims to have “spent years in reclaiming 
the waterfront.” He would take credit due and freely given by responsible 
officials and citizens to others, including those whom he so basely attacked 
before your committee. He neither is, nor ever has been, a commissioner of 
the State reservation of Niagara, or chairman of that commission. He is 
chairman of the State council of parks, an agency composed of chairmen of 
various park commissions located throughout the State, including the chair- 
man of the Niagara Frontier State Park Commission.” The powers and duties 
of the council of parks are advisory only.” 

Would Mr. Moses have you believe that he referred to private power com- 
panies when he said to you: “ 

“The history of private exploitation of the Niagara frontier in New York State 
is one cf outrageous effrontery, finally curbed by aroused public opinion which 
resulted in the establishment of the State reservation at Niagara, governmental 
control of the falls, and the beginning of the Niagara Frontier Park and parkway 
program paralleling that on the Canadian side.” 

Wou'd he have you so believe when the indisputable facts are that the State 
reservation at Niagara was formed in 1883—6 years before the Niagara Falls 
Power (o. came into existence—and that the first hydroelectric station was 
established at the canal basin in 1881. 

The record of this company and its predecessors at Niagara is an honorable 
one. It is a record supported by voluntary and unbiased statements of honor- 
able people. That record should not be defiled by vile assertions or unsupported 
generalities. Since the baseless and wholly unsupported statements of Mr. 
Moses have been made a part of the record of hearings of your honorable com- 
mittee, reflecting as they do upon the integrity of this company and its predeces- 
sors, since Mr. Moses repeatedly asserted his baseless statements to be “incon- 
trovertible,” since those statements have been controverted again and again over 
a span of many years by people performing governmental functions under public 
resolutions adopted by the Congress, will you in simple fairness to those who 
pioneered development of power at Niagara and to those whose lips are sealed by 
death and cannot defend themselves against false accusations and insinuations 
kindly make this letter a part of the record of your hearings? 

On behalf of Niagara Mohawk Power Corp. and the four other electric utility 
companies proposing jointly to construct the Niagara development, I want to 
give you and to every Member of the Senate our every assurance that we will 
cooperate to the fullest with Federal, State, and local authorities in the further 
development and enhancement of the scenic beauty of the Niagara frontier. 

Respectfully yours, 
NIAGARA MOHAWK PowER CorpP., 
By A. T. O’Nem1, Vice President. 

Mr. Macno.p. The letter was made a part of the record of the hear- 
ings in the last Congress, and I respectfully request that it be made 
a part of the record of these hearings. 

Senator Kerr. I have already made it a part of the record. 

Mr. Macnorp. I next want to emphasize the fact that we do not 
have here any considerations of areas or people without electric serv- 
ice. In the past, Government multiple-purpose projects have been 
established in areas where the power aspects of the project have radi- 
ally affected the availability of power in the area as a whole. This 
has been so because the additional generating capacity made available 
as a byproduct of water use and control for a multitude of purposes 





% Conservation Law of the State of New York, sec. 665. 
16 Conservation Law of the State of New York, sec. 670. 
17 Letter dated March 13, 1954, p. 5. 
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has been tremendous in relation to the electric generating capacity 
previously existing in the area. . 

In the State of New Y ork, the generating capacity at the end of 
1954 aggregated 8,113,000 kilowatts and over 37 billion kilowatt hours 
were produced. 

Senator Kerr. Let me just get something in my mind so that I will 
understand: that is the same as 7,437 million kilowatt-hours ¢ 

Mr. Macno.rp. No, it is not; 7,437,000 kilowatts of capacity. 

Senator Kerr. How many kilowatt-hours would that produce an 
nually! What do you multiply it by ‘ 

Mr. Macuorp. Say, roughly, 4,000 hours. 

Senator Kerr. One kilowatt is roughly 4,000 kilowatt-hours—l 
mean 1 kilowatt capacity ? 

Mr. Macuoup. One kilowatt-hour represents the utilization of 1 
kilowatt of electric generating capacity for 1 hour. 

Senator Kerr. But then you would multiply it by 24 hours a day 
by 365 days a year? 

Mr. Macuoip. At 100 percent load factor, but you cannot utilize 
the facilities —— 

Senator Kerr. What is the ordinary percentage of load factor ¢ 

Mr. Macuoxp. It can vary in different systems, but probably on the 
average it would be from 50 to 60 percent. 

Senator Kerr. If we multiply the kilowatt capacity by 12, by 365, 
would that give you generally what is produced ¢ 

Mr. Howett. That is right per kilowatt. 

Senator Kerr. Off the record. 

(Thereupon, there was a discussion off the record.) 

Senator Kerr. Twelve times three hundred and sixty-five, then 
just a rough calculation for kilowatts of capacity produces about 4,500 
kilowatt-hours per year ? 

Mr. Macuonp. I think, as a matter of fact, this works out to 4,390, 
or something like that. 

Senator Kerr. I want to tell you that is roughly 4,500. Thank 
you very much. Now go ahead. 

Mr. Macuorp. Of this amount our group of 5 companies has a total 
capacity of 7,437,000 kilowatts, or some 92 percent of the total capacity 
in the State. In 1954 we sold over 31 billion kilowatt-hours. Includ- 
ing 3 plants under lease, we have 113 hydroelectric generating plants 
and 26 steam generating plants. 

While the proposed development represents an important addition 
to the power supply, its potential of some 1 million kilowatts of de- 
pendable capacity is only a fraction of the presently installed ca- 
pacity in the State and of the installed capacity of our group of com- 
panies. 

The Niagara redevelopment has not relieved us and will not re- 
lieve us of the necessity of providing additional generating capacity 
to meet growing loads. In 1954, for example, our group of com- 


panies spent about $170 million to add new facilities and to improve 
existing facilities in the State. 

We will expend at least that much this year. Since 1946 we have 
spent some $600 million on increased generating capacity alone. At 
Buffalo, N. Y., a few miles from the project, Niagara Mohawk has 
commenced construction of a new 200,000-kilowatt steam-generating 
unit at its Huntley station, the world’s second largest. In the aggre- 
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gate our group will have available approximately 1 million more kilo- 
watts a any power is produced at the St. Lawrence and Niagara 
projects. 

The first farm in New York State was electrified more than 50 years 
ago. Our electric service is available to all of the farms in our service 
areas, and 96 percent of them are electrified. The remaining 4 per- 
cent, according to the chairman of the New York Public Service Com- 
mission are either quite isolated or their operations have been aban- 
doned. Electrification is a necessity for modern dairy farms. The 
electric companies have been responsive to their needs, and we are 
proud of the fact that New York is today the Nation’s second largest 
dairying State. 

The extent of farm electrification in New York is to be compared 
with the TVA area, for example, where today some 10 percent of the 
farms are still unelectrified. 

We have built and are building rural extensions whenever required. 
There has been very little occasion or need for REA operations in New 
York State. 

There are only 5 cooperatives having a total of some 4,600 custom- 
ers or less than one-tenth of 1 percent of the total electric customers 
in the State. Their maximum demand in the aggregate approxi- 

mates 4,800 kilowatts. They purchase for resale ‘184%. million kilo- 
watt-hours or about one-twentieth of 1 percent of the ‘electricity con- 
sumed in the State. 

In 1954 the average use of electricity by farm customers in the 
territory of the 4 of our 5 companies which are upstate (Consolidated 
Edison having no farm customers in the New York State metropolitan 
area) was 5,295 kilowatt-hours as compared with the national average 
of 3,246 and average farm use in 1954 in the TVA area of some 3,244 
kilowatt-hours. 

The average cost per kilowatt-hour for farm services in our terri- 
tories in 1954 was 2.21 cents per kilowatt-hour as compared with 
the national average paid by farm customers of 2.85 cents. 

For residential and farm customers combined, the average use by 
customers of the 4 upstate companies in 1954 was 2.643 kilowatt-hours 
as compared with the national average of 2,549 kilowatt-hours. 

The cost for residential and farm service combined in 1954 in the 
upstate area of the four companies was 2.60 cents per kilowatt-hour 
as compared to the national average of 2.69 cents. 

We have rendered good service to our industrial and commercial 
customers, and we are proud of the part our companies have played 
in making New York by f far the Nation’s leading industrial State. 
I do not know of a single instance where an industry has failed to 
locate in New York or moved out of the State because of lack of 
electric power at reasonable rates. 

A recent report of a State legislative committee, analyzing the 
reasons why a few companies had moved away from New York, 
indicates that in no case was the reason a lack of power or excessive 
power rates. A further investigation by us reveals that in all but 
one of these instances they moved into areas where power rates were 
higher than those of my company. 

sarge industrial concerns have recently completed very large devel- 
opments in various sections of upstate New York. These include 
General Motors, Ford Motor, Bethlehem Steel, Du Pont, Ludlum 
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Steel, Westinghouse, Eastman Kodak, and General Electric, and I 
could name others. 

Their plants cost hundreds of millions of dollars, and we deliver 
to them the large amounts of power necessary to carry on their opera- 
tions. These companies do not locate in an area until they are satis- 
fied there will be ample power for their operations and for future 
expansion. 

The growth of modern industry always depends upon the ready 
availability of growth in electric power supply. This requirement 
has been and will continue to be met amply by the electric companies 
of New York State. 

Few people realize that in the city of Niagara Falls alone, more 
industrial power is consumed than in industrial centers like metro 
politan Detroit and Cleveland. Further, our sales to industrial and 
commercial customers in the western division of Niagara Mohawk 
substantially exceeds similar sales by all of the distributors of TVA 
power. 

Moreover, the average rate paid by Niagara Mohawk’s industrial 
and large commercial customers in western New York is lower than 
comparable rates in the TVA area, and in the cities of Toronto and 
Niagara Falls, Canada, even in spite of the fact that their electricity 
is tax free; and we pay in Federal, State, and local taxes 22 cents 
out of every revenue dollar. 

These facts make it clear that State government intervention at 
Niagara cannot be justified on the ground that the electric companies 
have failed to give satisfactory service. Such intervention would only 
handicap private enterprise in the job which it has done and is con- 
tinuing to do so well in rendering service to all of the people of the 
areas involved. 

I should next like to analyze the contention of those who oppose 
development by private enterprise on the ground that Government 
power means cheaper power. 

In this connection, it is not and cannot be contended that govern- 
ment can construct or operate the project at less cost or more efficiently 
than private enterprise. On the contrary, we know that our group 
of companies can do a better job at less cost than government and can 
do it faster. 

You will recall the findings of a congressional committee during the 
82d Congress as to the tremendous extent by which the actual cost of 
Government projects exceeded estimated costs. 

No industry or organization is big enough or strong enough to com- 
pete with subsidization by the American taxpayer and under our sys- 
tem of government no industry or organization should be subjected 
to such competition. 

It is not to be disputed that the difference in price to the consumer 
between public and private power is attributable to the huge sums of 
taxes paid by investor-owned companies and, to a minor degree, to the 
differential in the apparent cost of raising capital. 

Again, in the latter connection, that differential is attributable to 
the nontaxability of the income upon securities issued by State govern- 
ments or other agencies and in the case of securities issued by the Fed- 
eral Government, the differential is attributable not only to the fact 
that the taxpayers underwrite the risks but to the fact that the Federal 
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Government has issued securities of short maturity to keep interest 
rates low. 

Of course, private enterprise cannot, and should not, finance its 
business or any project such as the Niagara redevelopment in any such 
manner. 

A public development, except for the relatively minute payments 
which might be made in lieu of local taxes, would yield no revenue 
whatever for the support of local, State, or Federal Governments at 
a time when legislators, particularly State and local, are searching 
everywhere for new sources of tax revenues to meet essential govern- 
mental needs. If the Niagara project in addition to the multipurpose 
St. Lawrence project were to ts a public development, well on to a 
billion dollars of tax-exempt property will have been created in upstate 
New York. 

On the other hand, a redevelopment by private enterprise would 
yield, we estimate, Federal, State, and local taxes aggregating about 
$23 million annually—Federal taxes of $9 million; State taxes of 
$4,500,000; and local taxes of $9,500,000. This substantial total is 
increased, of course, when effect is given to the taxes which private 
investors would pay upon their interest and dividend income. 

Any proposal for payments in lieu of taxes falls far short of provid- 
ing a substitute for what State and local governments would receive 
if the Congress authorizes the redevelopment to be undertaken by 
private enterprise. In such event, the entire property to be con- 
structed of over $400 million would be subject to State and local taxes 
as additions to existing taxable properties. 

In the 1954 fiscal year, the TVA system, which sold 30 billion kilo- 
watt-hours, made total payments of about $9,258,000 in lieu of taxes 
while Niagara Mohawk alone, which sold half as many kilowatt-hours 
in 1954, paid State and local taxes aggregating $25,500,000. When 
our Federal income taxes are included, the total taxes paid by Niagara 
Mohawk in 1954 exceed $45 million. ; 

Senator Kerr. What was your output in power compared to TVA ? 

Mr. Macuoxp. Just about half. Fifteen billion as compared to 30 
billion. 

This total includes an annual payment of over $1,900,000 to the 
State of New York for each year’s use of the waters of the Niagara 
River for our existing developments at the falls, which payment 
would be increased to $5 million under private development. 

In this same connection, a task force report on water resources 
projects, prepared in 1949 for the Hoover Commission on Reorgani- 
zation of the Government 

Senator Kerr. Was it “by” or “for”? 

Mr. Macnorp. It was “for.” 

Senator Kerr. Do you know who prepared it ? 

Mr. Macuotp. I cannot answer that. 

That report stated that public power rates are lower than private 
rates in contiguous areas for the following reasons, and I quote: 





A. In many cases, interest during construction is not charged, and the invest- 
ment is thereby understated (e. g. Tennessee Valley Authority). 

B. The equivalent of taxes (local, State, and Federal) paid by private com- 
panies is not included during the construction period or annually. 

C. Substantial portions of the cost are charged to other than power, i. e., 
to nonreimbursable items, such as flood control, navigation, etc. 


de 
a 


P 


er 
be 
hi 
uy 
eX 
er 


Ci 
in 


to 
fo 


ol 
de 


NIAGARA RIVER POWER PROJECT 193 

And in the same connection, following an analysis of typical resi- 
dential and commercial electric bills in the areas of publicly owned 
and privately owned utilities, the report concludes: 


In general, this analysis shows that the differential between the public power 
bills and those for privately owned power companies is’ roughly equal to the 
tax component. 

Further, in this connection, the observation made by the Honorable 
Charles A. Buckley, chairman of the House Public Works Committee 
in the 82d Congress and in this C ongress, is worthy of note. 

Senator Kerr. “And in this Congress”—what does that mean 

Mr. Macnoitp. He was chairman in the 82d Congress and is also 
chairman of the Public Works Committee in this Congress. 

Senator Kerr. Who is that ? 

Mr. Macnorp. Congressman Buckley was chairman of the House 
Public Works Committee in the 82d Congress. 

Senator Kerr. And he is now chairman ? 

Mr. Macuotp. He is now chairman. 

Senator Kerr. Thank you. 

Mr. Macnoip. Quoting from Mr. Buckley: 


I would like to have understood, of course, that I would like to see private own 
ership where private ownership can develop the project. I am, however, a great 
believer in having these private corporations pay taxes to the Government. I 
have always been in favor of that. I do not know where we are going to end 
up with all these housing projects in New York City alone. There is a tax 
exemption on all college property; there is a tax exemption on all church prop- 
erty; there is a tax exemption on all park properties. 

I am informed that about 40 percent of the present property of New York 
City is tax exempt. Asa result, the other 60 percent of the property, owned by 
individuals, is now paying for all of these tax-exempt properties. 

I do not know how long it can exist without getting a revenue. That applies 
to building around New York City, and it applies also in most communities and 
cities. 

I know they have taken many, many blocks of property in New York City 
for housing projects, and those housing projects are tax exempt. It is the 
old house owner and old property owner who is paying for all these new 
developments. 

I think we should work out some system where we can get some revenues 
somehow from some of these projects. 


No one contends that charitable, educational, and religious organiza- 
tions and their properties should not be tax exempt. However, Na- 
tional, State, and local taxpayers are unjustly treated and unfairly 
burdened when Government unnecessarily enters proprietary fiel Is, 
which are or should be occupied by private enterprise, thereby elim- 
inating large segments of otherwise taxable revenues and properties. 

In this connection, it should also be emphasized that, as experience 
has shown public hydro power projects expand far beyond the limits 
originally contemplated. E xamples are found in the TVA area where 
tremendous steam plant expansion, originally unforeseen, has been 
required, not only to carry expanded loads, but to firm up the original 
hydroelectric capacity. 

The result of such steam plant expansion is that additional hun- 
dreds of millions of dollars of revenues and property values escape 
Federal and State taxation and local tax assessment rolls. 

In the Niagara project area, with which we are here concerned, 
unlike undeveloped areas, there is no occasion whatever for a sub- 


sidy in the form of exemption from taxes; and it is neither desirable 
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nor necessary for government, Federal or State, to be put into the 
power business. Congress should recognize that here is a situation 
where private enterprise ably and completely occupies the field. 

In view of the absence of any public functions of government and 
in view of the existing and ever increasing financial requirements of 
the Nation as a whole, Congress should reject any course which 
would unnecessarily place government in business, and result in the 
loss of substantial annual tax revenue. It should, instead, leave the 
Niagara project to private enterprise, who punneres at Niagara Falls, 
and can and has for more than 30 years been prepared to make the 
over-all development. 

I want to make clear that when I described to you the extent to 
which private enterprise has done and is doing its job in New York 
State, I did not mean to minimize the need for the Niagara River's 
additional available generating capacity. 

When the Senate Foreign Relations Committee had before it for 
ratification the treaty with Canada, making this additional develop- 
ment possible, 1 appeared before, and also addressed a letter to, the 
committee urging approval of the treaty. I then pointed out that 
the rapid growth in demand for electric service in the State of New 
York would, in the future, require substantial additional steam-elec- 
tric generating capacity even though all available hydroelectric re- 
sources were fully utilized. 

The increasing need for power, not only through the constant na- 
tural growth in all of our service areas, but especially in the light of 
the continued uncertainties in the international situation, dias it 
advisable that additional development at Niagara Falls be commenced 
forthwith so as to make the power available at the earliest possible 
moment. Under the 1950 treaty, Canada is now free to use our share 
of the water in its completed plants until we are ready to do so. 

Our companies, having accepted the franchise obligation to provide 
electric service in the respective areas served, are proceeding as I have 
indicated to build additional generating capacity to meet the growing 
requirements for such service in the area. A redevelopment at Niag- 
ara is an additional source to meet these requirements. 

It should be made by the companies serving the area and integrated 
into their presently pooled sources of supply without cost to or burden 
upon taxpayers whose interest in the redevelopment is remote. The 
industries throughout the State have tremendous power demands. 
Their products in many instances are vital to the national defense and 
economy and they can utilize ever-increasing amounts of power. 

Of course, without a most substantial commercial and industrial 
demand for power, the cost of power would be higher for everyone, 
since it is the combination of varied types of demands for power which 
enables an electric system to operate at high capacity and keep all 
rates low. 

The urgent need for the additional available Niagara power and the 
speed with which all agree that it should be made available present 
further compelling circumstances for rejecting any governmental 
development. 

The group of electric companies for whom I speak is peculiarly 
fitted to undertake the project and best qualified to commence con- 
struction forthwith and complete it most expeditiously. 
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The Niagara Mohawk Power Corp. system has had over 50 years 
of constant study and experience in the use of the waters of the Niag- 
ara River for the dev elopment of electric energy. 

Only Niagara Mohawk has constructed and operated hydroelectric 
plants on the United States side of the Niagara River, where it has 
two generating stations. One of these is known as the Adams station, 
whose capacity is 80,000 kilowatts. The other is the Schoellkopf sta- 
tion, with a capacity of 360,000 kilowatts, making a total capacity of 
440,000 kilowatts which is all that con be developed under existing 
authorizations. 

The Adams station was the first large hydroelectric station built in 
the world. Its plant No. 1 was built between the years 1890 and 1900. 
Plant No. 2 was built between 1900 and 1904. 

The Schoellkopf station was constructed in three sections, known as 
stations 3A, 3B, and 3C. Station 3A was constructed between 1903 
and 1914, 3B between 1918 and 1920, and 3C between 1922 and 1924. 

In 1920, in the proceedings before the Federal Power Commission 
which resulted in the issuance of the license for Niagara Mohawk’s 
existing development on the Niagara River, the Niagara Falls Power 
Co., since merged into Niagara Mohawk, proposed a plan of overall 
development which did not differ in any material aspect from the en- 
gineering recommendations now substantially agreed upon by every- 
one. 

As a matter of fact, the use of a pumped storage system to increase 
the peak capacity was developed more than 30 years ago by Niagara 
Mohawk’s engineers who proposed it to the F ederal Power Commis- 
sion during the discussions leading to the report submitted in 1949 by 
the Commission’s Bureau of Power and referred to in S. 6. 

We have long since completed the preliminary studies necessary to 
undertake the redevelopment. Niagara Mohaw k already owns all of 
the riparian lands and all of the rights- of-way required for the re- 
development. There is no substantial disagreement or important dif- 
ference among any of the engineers of the private companies and 
public agencies as to how the development should be made. As the 
report of the Bureau of Power states, there was cooperation between 
our respective engineers in the preparation of the Bureau’s rec- 
ommendations. 

In short, all of the preparatory steps and studies have been com- 
pleted and our group of companies lacks only the legal authority to 
undertake construction immediately. 

The group of companies for whic h I speak represents a substantial 
segment of the Nation’s electric-power industry. Each of the com- 
panies is soundly capitalized and is highly regarded in the investment 
world. We have assured ourselves of our ability to accomplish nec- 
essary debt financing through institutional investors; and we are 
ready, able, and willing to supply the necessary equity investment. 

The transmission lines of all of the companies in the group are 
interconnected and form an integrated power pool. Our intercon- 
nection and those we have with other utility systems inside and outside 
the State of New York are set out on the man which I have supplied 
for the use of the members of the committee. 

We interchange power with the New England electric system, whose 
system renders service in five of the New England States, and we are 
interconnected with the Pennsylvania-New Jersey power pool. We 
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are also interconnected with the Hydro-Electric Power Commission 
of Ontario, Canada. All of these interconnections make possible the 
utilization of the most economic sources of our combined generating 
capacity and provide for normal exchanges of power as well as for 
emergencies. 

In the year 1954, the 5 companies, for whom I speak, paid approxi- 
mately $188 million in Federal, State, and local taxes. Since the 
year 1940, our total Federal, State, and local tax payments have 
approximated $1,800 million. 

We employ over 43,000 people; and in the year 1954 our payrolls 
aggregated about $225 million. Since 1940, we have paid retired 
employees pensions of some $80 million. 

We have over 300,000 stockholders who reside throughout the 48 
States, most of whom are individual men and women. Banks, insur- 
ance companies, investment companies and educational, religious, and 
other institutions are very substantial investors in our equity securities. 

If our group of companies were authorized to go ahead with the 
redevelopment of the available waters of the Niagara River, utilization 
of the project power would be supervised by us jointly. 

We would, as we now do in our daily operations, operate our inter- 
connected systems and distribute the available additional power in 
such manner as to realize its most economic potentialities to the end 
that maximum benefits would flow to as many consumers as possible. 

The participating companies would purchase the power at rates, 
subject to the regulation of the Public Service Commission, which 
would be sufficient to service the debt of the jointly owned company, 
which we would organize, to provide for its operating expenses, 
including taxes, and to allow a fair return on the capital to be invested. 

Public pores advocates contend that the development of natural 
resources by private enterprise is inconsistent with the dev elopment 
of such resources for the public use and benefit. Such contentions ig- 
nore not only the nature of a privately owned public service enterprise, 
but the nature of State and Federal regulation. 

Each of the five- company group is under the rate and other regula- 
tions of the Public Service Commission of the State of New Y ork. 
We are required to and do render service on a strict cost-of-service 
basis. In addition, the Federal Power Commission not only regu- 
lates wholesale rates but scrutinizes most closely the earnings of li 
censed projects. 

Pursuant to the Federal Power Act, the Commission requires earn- 
ings in excess of a fair return upon investment to be applied to reduce 
the recapture cost to the Government, should it elect to take over the 
project upon the expiration of the license. 

It is also worthy of emphasis that investor-owned electric com- 
panies undertaking hydroelectric developments do not make money on 
the water itself. They make only a return on the capital which must 
necessarily be invested to generate the power from the water and to 
make the power available for the use of the public. A reasonable re- 
turn on investment is a necessary element in the cost of operating any 
business; without it, private enterprise could not raise the capital re- 
quired for its existence. 

We are not only obligated by the cost-of-service basis of New York 
rate regulation, but are pledged by public statement to pass on to the 
consumer savings arising in any aspect of our operations. In 1950, 
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for example, when Niagara Mohawk was able to effect the simplifica 
tion of its corporate structure, it promptly passed on to consumers the 
resulting economies in the form of rate reductions in the amount of $1 
million annually. 

There is, therefore, no valid basis whatever for the contention that 
Federal or State intrusion in the power business is required to pre 
vent exploitation of the public. The public will pay no less under 
Government operation for the output of a public power project. The 
only difference is that the cost of the power will be divided between 
the members of the consuming public on the one hand and those of the 
taxpaying public on the other. 

Under the private-enterprise system, the consumer pays the cost 
of his electric consumption without subsidy and without shifting the 
tax burden to others. In short, the people benefited will pay for the 
benefits, and at the lowest possible cost. 

In the case of the Niagara project, the cost-of-service basis of regu- 
lation and the other facts to which I have referred insure that savings 
in costs which may be realized by the participating companies will flow 
to all of the people in our service areas. 

Private enterprise will construct and operate the Niagara project 
for the public use and benefit—without exploitation and without sub 
sidy. 

While it is not possible at this time to state with precision the 
ultimate savings to our consumers through our development of the 
Niagara project, it is possible to state that savings at the bus bar will 
result from the hydroelectric project as compared with the additional 
steam power which would otherwise be developed. 

At current tax levels and with present construction, financing, and 
operating costs, our group of companies could put the power output 
of the first stage of the project on the bus bar at a cost initially of 
about 414 mills per kilowatt-hour. 

Senator Kerr. I though you told me 514 mills awhile ago. 

Mr. Macnorp. That was overall. This is now the first stage of the 
development I am referring to, and the development is in three stages. 

Senator Kerr. Go ahead. 

Mr. Macnotp. You will recall that the first stage will encompass 
the preponderance of the project’s installed capacity producing. about 
714 billion kilowatt-hours. 

Senator Kerr. I thought we agreed, or I did with your distin- 
guished engineer, there a while ago that the cost of 8 billion would 
average about the same insofar as the cost of production. 

Mr. Howey. We were then talking about, Mr. Chairman, the com- 
pleted three-stage project, the overall cost of the completed develop- 
ment. 

Senator Kerr. Isee. That is then this $414 billion? 

Mr. Howe. Yes. 

Senator Kerr. Proceed. 

Mr. Macuotp. Would you like to have us spell that out in the 
information we are going to furnish ¢ 

Senator Kerr. I certainly would. 

Mr. Macnorp. We will be glad to. A recent report of the Corps 
of Engineers indicates that, with realistic load factors, the cost of 
comparable steam power in the marketing area would approximate 7 
mills per kilowatt-hour. On this basis, considering the first stage of 
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the development by itself, the indicated reduction in bus-bar cost is 
in the neighborhood of 21% mills. 

When this reduction is applied to the 714 billion kilowatt-hour out- 
put of the first stage, the resulting savings approximate $19 million 
annually. 

These, of course, are savings at the bus bar. To the extent that 
Niagara power is substituted for steam power at load centers distant 
from the project site, transmission costs will reduce the savings. 

The $23 million of taxes which private enterprise would pay, when 
applied to the estimated project output of 8 billion kilowatt-hours, 
results in a tax cost of about 3 mills per kilowatt-hour. 

Senator Kerr. Just so I can get that clear, the figure there at the 
top of the page of 714 billion kilowatt-hours output is from the first 
stage ? 

Mr. Macnuorp. That is correct. 

Senator Kerr. And the output from the total project would be 8 
billion kilowatt-hours? 

Mr. Macnotp. That is correct. 

Senator Kerr. Then there would only be one-half of 1 billion pro- 
duced from the stages other than the first stage ? 

Mr. Macnoxp. That is right. 

Senator Kerr. Would the cost of that be so great that one-fifteenth 
of the total output would greatly increase the overall average? 

Mr. Howe tu. Yes, sir; by virtue of the fact that to create the pump- 
storage power and make it available in certain hours of the day at that 
pumping generated site, there is a considerable amount of energy re- 
quired for pumping which is never recovered. 

Senator Kerr. Does that represent the production of only one-half 
billion as related to 7% billion produced by the first stage? 

Mr. Howe tu. Yes, sir. 

Senator Kerr. Is that consistent with what we were talking about a 
while ago with there being 4 billion firm and 4 billion peaking ? 

Mr. Howe. Yes, sir. 

Senator Kerr. All right. You can gather the extent of my ignor- 
ance from the apparent difficulty I have in harmonizing those, and, 
therefore, I am grateful to you for your assurances that although the 
conclusions seem difficult to understand, I am accepting them on the 
basis of your assurances. 

Mr. Howeit. Thank you. I can appreciate that one not having been 
associated with the production of power at Niagara would have some 
difficulty following those figures. 

Senator Kerr. Proceed. 

Mr. Macuotp. It should be noted that to render these indicated 
project savings in power costs comparable with those attributable to a 
Government development, the taxes applicable to the first stage 
amounting to $16 million must be added to the bus-bar savings of $19 
million. The comparable total savings would then become $35 million 
annually. 

As I have stated, these indicated savings would obtain initially. 
Later, as the project’s debt-servicing program progressed, sufficient 
portions of the originally invested capital would be retired periodi- 
cally so as to result in cost reductions. Therefore, if comparable 
steam-power costs remained the same or increased, the indicated sav- 
ings would be greater and greater as time went on. 
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This comparative cost analysis has included only the first stage of 
the project. The second and third stages, which comprise the pumped 
storage development and the lower Niagara development, are substan- 
tially less efficient than the first stage. 

That is not to say that the second and third stages are not economical 
to construct. They are both economic and feasible so long as the cost 
of comparable steam power is higher. 

Nevertheless, because they are less efficient than the first stage, they 
will increase the cost of the entire project output, thereby reducing 
the estimated savings per kilowatt-hour, which I have indicated. 

On any basis, however, it is impossible for several obvious reasons 
to be precise in connection with the savings. First, the project facili- 
ties must be integrated with steam capacity to render the project out- 
put firm capacity. 

Our group of companies would, of course, integrate the project 
facilities now existing at Niagara with the operation of our intercon- 
nected systems, 

The annual savings would then be greater. ‘Thus, during periods of 
adverse conditions due to ice and wind, the flow of the river or the 
amount of water available for power purposes may be greatly reduced. 
In order to carry firm contract loads during such periods, other capac- 
ity must be available or loads must be curtailed. 

If the Niagara development is made by the New York State com- 
panies, all their power resources and reserves are available temporarily 
to supply these loads. If the Niagara development should be made 
by some agency without an interconnected system, steam capacity of 
approximately 450,000 kilowatts would have to be provided to pro- 
tect the load normally carried by the Niagara development. 

Senator Kerr. Is that statement significant or applicable in view of 
your answer to my previous question about integrating the production 
of a State agency here with your five companies when, as I understood 
you, you told me that if the State through its power agency would 
develop this, that you would integrate it into your lines? 

Mr. Macriotp. They could. : 

Senator Kerr. If they would, then this statement would not be 
significant, would it? 

Mr. Macnoxp. Not to the extent of the 450,000 kilowatts and $75 
million investment, that is correct. 

Senator Kerr. Proceed. 

Mr. Macuotp. The capital cost of such steam capacity would ap- 
proximate $75 million. 

Another factor making it most difficult to estimate the savings is 
that it cannot be assumed that all of the project power will be avail- 
able to consumers in New York State since the legislation proposses 
apportionment of project power among States within economic trans- 
mission distance. 

The industries producing materials national defense are to be 
preferred in the distribution of project power, and a substantial por- 
tion of the output will probably fall within this preferred category. 

However, I can state categorically that if Congress permits our pri- 
vate utility companies to undertake the redevelopment of Niagara, 
substantial savings will result in our cost of rendering service, 
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Those savings must be taken into account by the Public Service 
Commission of the State of New York which exercises complete juris- 
diction over our rates for electric service. 

I want again to emphasize that since we are regulated by the public 
service commission and must operate on a strict cost-of-service basis, 
the Congress has assurance that all of the redevelopment savings will 
inure to the public use and benefit. 

I want to make clear that the participating companies are willing 
pursuant to the provisions of the proposed legislation, to enter into 
equitable arrangements for the apportionment of the project power 
umong States within economic transmission distance. 

We agree that such apportionment should be made subject to the 
jurisdiction of the Federal Power Commission as provided in the 
proposed legislation. Of course, our existing interconnections al- 
maa afford the basis for working out such arrangements as may be 
deemed desirable and feasible. 

Moreover, we would, of course, be most willing, and indeed anxious, 
to give preference to directions from the Department of Defense for 
supplying power to governmental installations or to industries re- 
quiring power to produce material essential to the national security. 

Further, as part of the project cost, we are prepared to pay to the 
United States its share of the cost of constructing the remedial works 
required to insure the preservation of the scenic beauty of Niagara 
Falls. 

For all of the reasons which I have stated, we respectfully submit 
that there is no valid basis for the Congress to take any action dis- 
placing private enterprise in a pure electric-power development which 
is Simply an addition to existing development. 

Senator Kerr. Now, let’s go to that just one minute. As I under- 
stand it, the bills before us are not bills to displace private enterprise 
in a power development. 

As I understand it, that has already been done by the provision of 
the reservation in the treaty. 

Mr. Macuoxp. I do not understand it, sir. 

Senator Kerr. Why do you not go ahead down here somewhere 
and get a license to build this project ? 

Mr. Macuo xp. I misunderstood you, sir. 

Senator Kerr. I do not want to argue with you. 

Mr. Macnotp.'You are correct. The reservation in the treaty is 
the reason we are here. 

Senator Kerr. There is no act now before this committee, which of 
itself could be classified as an act displacing private enterprise, is 
there? 

Mr. Macnorp. No, sir. 

Senator Kerr. All right, proceed. 

Mr. Macnoxp. Public power advocates have sought to advance their 
cause by making much of their asserted ability to delay construction 
of this project for 5 to 10 years while they litigate the constitutionality 
of S. 6. 

Senator Kerr. Are you serious about that statement ? 

Mr. Macnotp. Yes; they have made that statement. 

Senator Kerr. I understood that Governor Dewey and others made 
the statement that they were of the opinion that the State of New York 
had a vested right in this as a State and that they were of the opinion 
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that an act of Congress authorizing the Federal Power Commission 
to license private enterprise to build it would be a violation or an 
infringement of their right and that if such occurred, they would seek 
to have that right adjudicated in the courts ¢ 

Mr. Macnorp. That is correct. 

Senator Kerr. Now then, do you interpret that as being an asser 
tion on their part of their ability to delay construction of that project 

Mr. Macuowp. Yes; 5 to 10 years. They have so stated. 

Senator Kerr. And you are now telling the committee that in your 
opinion such an action on their part would be motivated by their 
desire to delay the project ? 

Mr. Macuoxp. I do not say that. 

Senator Kerr. What do you say then / 

Mr. Macuo tp. I say that they have made the statement that it would 
take 5 to 10 years to determine the constitutionality of S. 6. 

Senator Kerr. As I read it, I take it you are referring to “their 
asserted ability to delay construction of this project for 5 to 10 years”— 
by that you are referring to Governor Dewey and Governor Harriman. 

Mr. Macuoxp. I am referring to statements made by Chairman 
Moses. 

Senator Kerr. Governor Dewey made the statement, as I recall, at 
this table—I think I was here—that in his judgment the State of New 
York had a vested interest in this and that an act of Congress under 
which the Federal Power Commission could license a private enter- 
prise would violate that right of the State of New York; and if Con- 
gress did that, he would seek an adjudication of the question in the 
courts. 

Mr. Macuoip. Maybe the language “ability to delay the construc- 
tion” is unfortunate. 

Senator Kerr. Maybe it is just a little bit inaccurate. Maybe you 
have exaggerated a little bit for emphasis. 

Mr. Macuorp. But that statement has been made. 

Senator Kerr. You are talking about the same language that I am 
referring to wherein they have said that if necessary they would seek 
to have their rights adjudicated ? 

Mr. Macuo.p. That is right. 

Senator Kerr. And it is entirely possible that they would be doing 
that from the motive they professed rather than from the motive you 
ascribed to them here, as a Suaive or ability to delay construction of the 
project ? 

Mr. Macuorp. That is right. 

Senator Kerr. All right. 

Mr. Macuotp. Their claims to its unconstitutionality appear to rest 
upon the case of Federal Power Commission v. Niagara Mohawk 
Power Corp. decided by the United States Supreme Court in March 
1954. They assert, in effect, that the decision requires the Congress 
to authorize public development or none at all. They have not dis- 
closed, however, that in that very case, similar claims were urged by 
them upon the Court. The Court disposed of them by saying, and 
I quote: 


Claims of the State of New York, in its own favor, suggested in its brief or 
oral argument, as amicus curiae, are not before us. 
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Senator Kerr. Your statement there that they had not disclosed 
does not indicate that you think they are trying to conceal information 
from the committee; does it ? 

Mr. Macuorp. No. 

Senator Kerr. All right. I just do not want this fine company 
here in the attitude or innuendo or here making accusations against 
the motives of the representatives of your State unless you intend for 
them to appear that way. 

Mr. Macnorp. But as far as the record goes, this point has not 
been disclosed before. 

Senator Kerr. It is in the opinion; is it not? 

Mr. Macnowp. Yes. 

Senator Kerr. You assume that the committee would be charged 
with knowledge of the language of the decision if that decision was 
referred to; would you not? 

Mr. Macnotp. Yes. 

Senator Kerr. All right. 

Mr. Macuoxp. Our counsel have prepared a memorandum demon- 
strating the complete constitutionality of Federal authorization for 
developments by private enterprise, even though they may contravene 
State law. The memorandum includes a reference to the similar con- 
clusion, in the record of the hearings before this committee in the last 
Congress, of the late John W. Davis, who is regarded by many as the 
most eminent constitutional lawyer of our time. I should like to sub- 
mit our counsel’s memorandum for inclusion in the record of these 
hearings. 

Senator Kerr. That will be inserted. 

(The memorandum referred to is as follows :) 


MEMORANDUM 


(1) In Support of Constitutionality of the Capehart Bill (S. 6) Authorizing Pri- 
vate Enterprise To Develop Further the Niagara River for Power Purposes, 
and (2) in Answer to Erroneous Assertions Made by Mr. Moses, Chairman 
of the New York State Power Authority, and His Counsel at Hearing of 
June 9, 1955, Before Committee on Public Works, House of Representatives, 


With Reference to Rights for Development of Additional Water Power at 
Niagara Falls 


Enactment of the Capehart bill (S. 6) authorizing private enterprise to develop 
additional hydroelectric power facilities at Niagara Falls would be constitutional 
and successfully withstand any attack in the courts. The late John W. Davis, 
eminent constitutional lawyer, has so found in a formal opinion. (See pp. 493—- 
494 of hearings before Committee on Public Works, U. S. Senate, 88d Cong., 2d 
sess., on the Niagara bills.) Mr. Davis, incidentally, argued successfully for the 
company in Federal Power Commission v. Niagara-Mohawk Power Corporation 
(347 U. S. 239 (1954)), where the validity of certain of Niagara Mohawk’s 
water rights was upheld by the United States Supreme Court. 

It is well established that navigable waters of the United States are subject 
to Fedeial control in the broad regulation of commerce vested in the Federal 
Government ; and there can be no doubt that the Federal Government possesses 
the power to control the diversion of such waters for power purposes (U. 8. 
Appalachian Electric Power Co., 311 U. S. 377). In vesting such control in the 
Federal Government, the commerce clause draws no distinction between inland 
waters and waters of an international stream. The necessity for international 
agreement in the case of international waters cannot impair Federal control 
over the domestic use of the share of the United States. By the rider t6’'the 
1950 treaty there was simply withdrawn from the Federal Power Gemmission 
the power previously delegated to it by the Congress to license for power purposes 
the use of the additional water diversions permitted by the treaty. 
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Neither the State of New York nor any agency created by New York State 
legislative enactment can in any way control the flow of the Niagara River for 
scenic or power diversion purposes as against regulation therefor by the United 
States. 

Nevertheless, representations have been made by Mr. Moses, chairman of the 
New York State Power Authority, that mary years of litigation will result if 
Congress designates private enterprise as the agent to make the additional 
Niagara River power development instead of the New York State Power Author- 
ity or some person who might be licensed under the Federal Power Act by the 
Federal Power Commission should Congress abdicate the power it reserved to 
itself by the treaty rider. 

This memorandum shows in necessary detail that private enterprise may law- 
fully make the development if so authorized by law through enactment of the 
Capehart bill now before the committee for consideration. It is alse demon- 
strated below that, in any event, the constitutionality of such legislation may be 
determined by the United States Supreme Court in a matter of months following 
its enactment. 

Niagara Mohawk Power Corp. now diverts 32,500 cubic feet per second of water 
from the Niagara River for power purposes in its existing plants with the full 
knowledge and acquiescence of the State of New York. The State, through its 
waterpower and control commission, in extended litigation some years ago, did 
unsuccessfully seek to enjoin a portion of this diversion. (See Water Power and 
Control Commission v. Niagara Falls Power Company, 289 N. Y. 353 (1942)). In 
that case the New York Court of Appeals expressly held that the company had 
some “ ‘right lawfully and previously acquired,’ with the State’s consent, to divert 
water from the Niagara River for power purposes.” This is the case to which 
Judge Poletti erroneously referred in his remarks before the House Public Works 
Committee on June 9, 1955, at Tr. 106, as establishing again in the State of New 
York the ownership to the bed of the river and the ownership to that water. 
Actually, the court said: 

“* * * we make no determination as to the particular nature and extent of 
defendant’s rights or privileges as acquired from the State or as riparian owner, 
or as to the effect thereon of the State’s reserved right to control, regulate, or 


license through appropriate legislation, the diversion of water from the Niagara 
River at and near Niagara Falls.” 

Attention of the committee is directed to Niagara Falls Power Company v. 
Water Power and Control Commission (267 N. Y. 265 (1935) ). 
New York Court of Appeals upheld a determination of the waterpower and 
control commission fixing a rental at the rate of $5 per horsepower-year for 


In that case the 


power developed from 500 out of the 20,000 c¢. f. s. then being diverted from 
the Niagara River. Significantly, as respects Federal authority with respect to 
diversion of water from the Niagara River, the court stated: 

“The Niagara River being navigable in part is thus navigable in whole, so 
far as the control of the river for purposes of commerce and navigation is 
concerned. It must be conceded that Congress has the right to control and 
regulate the use of water in the Niagara River and may make such rules and 
regulations as it may deem necessary in the case” (p. 270). 

Mr. Moses, as chairman of the New York State Power Authority, threatens 
interminable litigation if Niagara Mohawk and its associated companies con- 
struct and operate new and additional hydroelectric power facilities at Niagara 
Falls under Federal license (House Public Works Committee, June 9, 1955, 
tr. 76, 81) if Congress passes a private-enterprise bill granting such authoriza 
tion. He, in effect, asserts that the Federal Government is powerless to enable 
private enterprise to make the development. Such assertion is utterly wrong. 

Mr. Moses necessarily concedes, by his advocacy of H. R. 5706, that it lies 
within the power of Congress to designate some person to make the development 
and that the new development cannot be undertaken without specific Federal 
sanction. He would, however, deny to Congress the right to designate private 
enterprise as the agent to make the additional development by asserting that 
the State of New York has inalienable rights to the additional water power 
potential of the Niagara simply because New York is alleged to own “that portion 
of the bed of the Niagara River lying within the United States” (House Public 
Works Committee, June 9, 1955, tr. 76). His counsel, Judge Poletti, asserts 
the State also owns “the water flowing over that bed’’ (House Public Works 
Committee, June 9, 1955, tr. 106). We have no quarrel with the assertion that 
the State owns the river bed. No one, however, not even the State of New York, 
owns the water. 
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“* * * While the right to its use, as it flows along in a body, may become a 
property right, yet the water itself, the corpus of the stream, never becomes or, 
in the nature of things, can become, the subject of fixed appropriation or ex- 
clusive dominion, in the sense that property in the water itself can be acquired, 
or become the subject of transmission from one to another. Neither sovereign 
nor subject can acquire anything more than a mere usufructuary right therein, 
and in this case the State never acquired, or could acquire, the ownership of the 
aggregated drops that comprised the mass of flowing water in the lake and 
outlet, though it could and did acquire the right to its use” (Sweet v. Syracuse, 
129 N. Y. 316, 335, 27 N. E. 1081, 1084). Cited by the Supreme Court of the 
United States in Federal Power Commission vy. Niagara Mohawk Power Corpora- 
tion (347 U.S. 239, 247). 

In New York, the right to use the waters of a flowing stream for power pur- 
poses arises by operation of law as incident to the ownership of the bank and is 
a part of the estate of the riparian owner (United P. B. Company v. Iroquois 
P. & P. Company, 226 N. Y. 38, 46 (1919); Waterford Electric Light, Heat and 
Power Company v. The State of New York, 208 App. Div. 273, 283, (1924) ; aff'd 
without opinion, 239 N. Y. 629 (1925)). Niagara Mohawk, as already stated, 
owns, and has for years owned, all of the riparian lands and all of the rights-of- 
way for the additional hydroelectric development. 

The additional development will not occupy in any respect the bed of the 
Niagara River. The diversion intake and the discharge works and the land to 
be occupied by the connecting tunnels will be on land now owned by Niagara 
Mohawk Power Corp. 

Litigation between the Niagara Falls Power Co., predecessor to Niagara Mo- 
hawk, and the Water Power and Control Commission of the State of New York 
(185 Misc. 696, (1945) ), established, and Niagara Mohawk does not now contest, 
the right of the State in the exercise of its sovereign or “reserve power” to 
exact a “rental” or tax on the diversion of water by Niagara Mohawk from the 
Niagara River for power purposes. This tax power, however, does not permit 
the State to prohibit further diversion for power purposes. 

The Niagara River is admittedly a navigable water of the United States and 
Federal control over the river extends under the commerce clause of the Consti- 
tution to the licensing of any hydroelectric development which would utilize the 
water af the Niagara River. This, as noted above, is the express finding of the 
New York Court of Appeals. 

Instead of permitting the Federal Power Commission, under the Federal Power 
Act, to license an applicant for the additional development, the rider to the 1950 
treaty has expressly reserved directly to the Congress the determination as to 
what person shall make the development. Congress is thus free to select private 
enterprise to make the development even though a State-created agency, the 
New York Power Authority, has recently been given corporate power by the State 
of New York for the same purpose. 

The selection through legislation by Congress of that person will be final and 
effective even as against the State of New York. This has been definitely and 
finally determined by the Supreme Court of the United States in two cases involv- 
ing the licensing of hydroelectric developments under the Federal Power Act 
where in each case the State in which the proposed hydroelectric project was to 
be located asserted that State law forbade the construction and operation of the 
hydroelectric project. In each case the Supreme Court unequivocally ruled that 
the objecting State could not prohibit a licensee of the Federal Government from 
making the development. See First Iowa Coop. v. Federal Power Commission 
(328 U. S. 152), and Federal Power Commission vy. Oregon (No. 367, October 
term 1954, decided only June 6, 1955). 

Even if New York owns some riparian right necessary to the additional hydro- 
electric development at Niagara Falls, a licensee of the Federal Government of 
a license issued under the Federal Power Act, as the Capehart bill provides, can 
acquire any necessary State property by condemnation. Even Mr. Justice Doug- 
las, who stated in his dissenting opinion in Federal Power Commission v. Niagara 
Mohawk Power Corporation (347 U. 8. 239), the case referred to by Mr. Moses at 
transcript pages 80-81, House Public Works Committee, June 9, 1955, that “re- 
spondents [Niagara Mohawk’s] private property rights are rooted in State law, 
subject to the paramount rights of the State and Nation” specifically held in his 
very recent dissenting opinion in Federal Power Commission v. Oregon that 
“Oregon could demand compensation for the loss of any waterpower rights it 
possessed. See Federal Power Commission v. Niagara Mohawk Power Corpora- 
tion (347 U. S. 239, 254-255). But Oregon could not assert its regulatory powers 
to defeat the Federal program, for the supremacy clause would prevent her.” 
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He added also “If this were a navigable stream, the authority of the United 
States in the water power would be complete without reference to State law 
United States vy. Chandler-Dunbar Co, (229 U. 8S. 53); United States v. Chicago 
M. St. P. & P. R. Co. (312 U. 8S. 592): United States v. Commodore Park (3M 
U. 8.386). In that case, the act authorizes the Comission to proceed, irrespective 
of the approval of the State where the dam is located.” 

Justice Douglas’ comments above were directed to the licensing by the Fed 
eral Government of a hydroelectric power project in a navigable river and his 
comment thus specifically covers the Niagara River. 

Mr. Moses stated to the House Public Works Committee on June 9, 1955: “I 
would say the Federal Government has certain rights in all streams which are 
controlled and administered by the Federal Power Commission and that we are 
entirely ready to abide by the decision of that Commission at Niagara as we 
have on the St. Lawrence” (tr. 99). 

Mr. Moses’ position is anomalous. On the one hand, he would accept without 
threat of litigation the determination of the Federal Power Commission, which 
was created by the Congress, to which the Congress delegated certain of its own 
functions, and the existence of which the Congress can terminate by legislative 
enactment. On the other hand, Mr. Moses threatens endless litigation to defeat 
the will of the Congress if the Congress should determine to withdraw from 
the Commission for determination by the Congress itself, the fundamental policy 
question underlying the Niagara legislation. 

In any event, the litigation which Mr. Moses threatens can be brought to the 
United States Supreme Court speedily for final determination. In matters in 
volving the question of the constitutionality of an act of Congress, Congress has 
wisely provided a procedure for expediting litigation. 

Thus, section 1252 of title 28 of the United States Code provides for direct ap 
peal to the United States Supreme Court from the judgment of any court hold 
ing an act of Congress unconstitutional. 

Section 2282 makes provisions for the convening of a three-judge court to de 
termine in the first instance applications seeking to enjoin the carrying out of a 
Federal statute for repugnance to the Constitution. 

Section 2284 provides that such cases are given precedence and assigned for a 
bearing at the earliest practicable day. Whether the three-judge court grants 
or denies the injunction, section 1253 makes provision for direct appeal to the 
United States Supreme Court. 

Section 2101 requires that such direct appeal shall be taken within 30 days 
and that the record be made up and docketed within 60 days from the time the 
appeal is taken. 

Accordingly, the 5 or 10 years of litigation which Mr. Moses threatens is gross 
exaggeration. The constitutionality of the Capehart bill may be finally deter 
mined by the United States Supreme Court in a matter of months. 

Niagara Mohawk respectfully submits that the Capehart bill is constitutional. 
Niagara Mohawk further submits that no successful attack can be made by the 
State of New York or any of its agencies upon the Capehart bill if enacted. 

Finally, Niagara Mohawk submitted that any question as to the constitutional 
ity of the Capehart bill could be decided speedily without such impairment of the 
public interest as is threatened by Mr. Moses’ promises of endless litigation. 


Mr. Macuoxp. In any event, as the memorandum makes clear, there 
need be no such delay over the constitutional issue as is threatened by 
public power advocates. Long since, the Congress has wisely estab- 
lished a procedure to prevent sabotage of its enactments by the delays 
attaching to ordinary litigation. 

Senator Kerr. Do you mean to infer there that the action intimated 
by Governor Dewey or Governor Harriman would be sabotaged ? 

Mr. Macuorp. No, not at all. 

Senator Kerr. Why, then, the use of the word or the choice of 
words? To whom do you refer? 

Mr. Macuorp. The purpose of the legislation to which I refer, | 


think, was exactly that and I am talking about the legislation, the 
procedure. 
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Senator Kerr. To what do you refer there? What is the signifi- 
cance of the word sabotage in your statement? Have you got a dic- 
tionary here ? 

If you are making accusations, I want to know it; and, if you are 
not, I do not want to leave the record in such fashion as those who 
might be unfriendly to you could inaccurately charge you. 

Mr. Macnorp. At that point, Mr. Chairman 

Senator Kerr. Let me read for my benefit and your benefit the 
definition of sabotage and then in the light of that you tell me to 
whom you refer. 





Sabotage: To practice sabotage. Malicious waste or destruction of an em- 
ployer’s prope:ty by workmen as during labor troubles. 

In the light of that definition in Webster’s dictionary to whom do 
you refer there when you use the word sabotage ? 

Mr. Macnorp. I was referring to the purpose of the judicial pro- 
cedure, but the sentence—— 

Mr. Suiarer. Mr. Chairman, may I say a word since I may be re- 
sponsible for much that is on this page, it being legal matter ? 

The chairman of the power authority testified before the House 
Committee that while we are delayed in getting started on our side, 
Canada is using our share of the water. 

Now if the Congress should pass the private enterprise bill, we will 
litigate the constitutionality of the private enterprise bill and that 
litigation will consume at least 5 years and maybe 10, during which 
period of time Canada will continue to use our share of the water, and 
that was advanced as a substantive argument for granting a license to 
the State of New York. 

That is the threat of continued delays in getting started, and this is 
addressed to the legal proposition that Congress has very wisely set up 
a procedure for getting the constitutionality of its enactments de- 
cided by the United States Supreme Court in a matter of months so 
as to prevent the harm to the public interest which the delay envisaged, 
if not threatened, would come. 

Senator Kerr. Now, then you are telling me that Mr. Machold here 
is accusing Mr. Moses of threatening to sabotage it. 

Mr. Starter. He is using as his argument 

Senator Kerr. Just answer my question “yes” or “no.” Is he in- 
timating or accusing Mr. Moses of threatening sabotage? If he isn’t, 
just say so. 

Mr. Starter. He has threatened delays which would sabotage the 
public interest. 

Senator Kerr. Did you understand my question / 

Mr. Starter. In my opinion—I will not 

Senator Kerr. I am not asking your opinion. I am asking the 
witness, who you tell me is giving me your language, who is accusing 
of threatening sabotage. 

Mr. Suater. I believe that Mr. Moses threatened to take a course 
of action which would harm the public interest. 

Senator Kerr. Then is the witness accusing Mr. Moses of threatened 
sabotage ? 

Mr. Suarer. In the sense that I have described, I believe so. 

Senator Kerr. Does the sense that you have described assume the 
dignity of threatened sabotage? I do not want to leave this fine 
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man—and he is a distinguished American citizen—in the posture 
before this committee of having just addressed an accusation to whom 
it may concern. 

There might even be some member of this committee who might get 
the idea he is talking about us. I do not think he is, and I think for 
our benefit we ought to have the record clear. 

If he is talking about some individual, I think we ought to know 
the answer. If he has no answer and wants to retract the language, 
I think he ought to have the opportunity to do so; but if it is going 
to stand in this record, I want him or somebody for him to tell us whom 
he is talking about. 

Mr. Macuo.p. I would be perfectly happy, Mr. Chairman, to change 
the word “sabotage” to “delay.” 

Senator Kerr. Very well. I think that is a wholesome act on your 
part, and if your counsel disagrees, I would like to have him tell us 
so. 

Mr. Starter. I do not disagree, Mr. Chairman. 

Senator Kerr. Thank you very much. 

Mr. Macuoxp. Through the procedure enabling a prompt hearing 
and decision by a three-judge court and a direct appeal to the United 
States Supreme Court, the constitutionality of a Federal enactment 
may be finally determined in a matter of months. 

The threat of 5 to 10 years of delay in the courts, while Canada 
uses our share of the water, is utterly baseless. 

Accordingly, we urge that the public power bill introduced by Sen- 
ator Lehman, S. 1823, which would direct the Federal Power Com- 
mission to issue a license to the New York Power Authority be re- 
jected by the committee. 

Similarly, we urge that this committee reject proposals embodied 
in H. R. 5704, also a public power bill. While that bill on its face 
would delegate to the Federal Power Commission the important na- 
tional public policy question here involved, that Commission would 
have no alternative, since the plan of development is not in dispute, 
except to license a public development. It would have to do so even 
though all of the public policy considerations before it might dictate 
the desirability of a development by private enterprise. 

The Congress has had this matter before it for over 5 years. The 
House of Representatives in the last Congress voted overhelmingly 
in favor of a private development. There is no rational basis now for 
having the matter abruptly decided the other way by default, through 
the device of delegation to the Federal Power Commission, which has 
been constituted largely for the purpose of resolving the technical 
problems usually inherent in hydro developments. 

Senator Kerr. Now, then, so that I may understand that language, 
are you telling the committee that if we reported out a bill and the 
Congress passed it authorizing the Federal Power Commission to 
grant a license of its general responsibility under the Federal Power 
Act, that that would be an abrupt decision by default and a device of 
delegation ¢ 

Mr. Macuorp. If that should happen, the New York State Power 
Authority or any other public agency has a priority over a private 
company under the provisions of certain sections. 

Senator Kerr. That is a statement of a well-known fact. I am 
asking you if this language should be interpreted as being a state- 
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ment of your opinion that such a piece of legislation sponsored or 
passed on by this committee and passed by the Congress would be 
an abrupt decision by default and a device of delegation. 

Mr. Macnotp. Automatically the decision would be delegating 
power to the Federal Power Commission under the Federal Power 
Act. 

Senator Kerr. I am going to say this to you: I have no fault to 
find in your selection of counsel. I personally have a good deal of 
fault to find in the language he has provided you. 

I do not cast the slightest reflection upon your motives here. | 
think you have a right to be here and you are invited here, and you 
are welcome; and your opinions will be respected, but I doubt if your 
interest is served by language which accuses the representatives of 
your State of sabotage, and this committee and the Congress of being 
guilty of abrupt decisions by default and legislation that constitutes 
devices of delegation. 

I just say that for whatever it may seem worth to you. You may 
proceed. 

Mr. Macuotp. Here, all of the technical problems of any importance 
have been fully resolved and substantial agreement exists among ev- 
eryone as to the plan of development. In any event, enactment of 
the private enterprise bill will still require the usual licensing pro- 
ceeding under the Federal Power Act in which there will be a full 
opportunity for the Federal Power Commission to function in the 
licensing and construction of the project. 

Moreover, if you turn the calendar back 5 years by delegating this 
matter to the Federal Power Commission, the Congress would not 
revive the situation obtaining in 1950 when the treaty reservation was 
adopted. At that time private enterprise alone was qualified to apply 
for a license under the Federal Power Act. 

The New York Power Authority was then empowered to under- 
take only the St. Lawrence project. Its enabling lexidlotion was ex- 
panded in 1951 solely for the purpose of forestalling the Federal 
development, which then seemed likely. 

S. 1823 and H. R. 5706 provide for a preference in the disposition 
of project power to public power agencies, although the consumers of 
such agencies consume less than 3 percent of the power consumed in 
the State of New York. 

In the St. Lawrence licensing proceeding, the Federal Power Com- 
mission’s presiding examiner found no new evidence of the need for 
a public power preference in New York, where privately owned dis- 
tribution facilities render adequate service. He found that under 
circumstances prevailing in New York, the preference clause was un- 
necessary, undesirable, and contrary to the public interest. 

Further, for obvious reasons, S. 1823 seriously contravenes the pub- 
lic interest insofar as it permits the State to construct competing or 
otherwise unnecessary transmission lines. 

Any proposal for construction by the Corps of Engineers, while the 
Congress continues to weigh this matter, as provided in H. R. 5377, 
the bill introduced by Congressman Radwan, should also be rejected 
by the committee. 

There is no justification in the public interest for indefinitely post- 
poning a congressional decision of the public policy question here in- 
volved. That bill would require an immediate congressional appro- 
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priation of over $400 million and might well make a permanent Fed 
eral project of the Niagara development, a result which no one now 
advocates. 

Finally, 1 want to urge upon the committee, as sincerely as 1 can, 
that only by ignoring the wishes of the over whelming majority of 
the people here concerned can the Congress authorize any action which 
will result in State development. 

Contrary to many of the earlier political posneas it is now con 
ceded by the power authority that New York City is out of the 
project’s marketing area. 

Senator Kerr. About how far is New York City from the project 
area ? 

Mr. MacHoip. About 400 miles. 

The power authority has announced that “western New York will 
form the principal market area for power from the Niagara develop- 
ment.’ 

Therefore, the people in New York City can benefit from the pro- 
ject only if it is taxpaying, rather than tax ‘subsidized. 

It is beyond question that the people of western New York, who 
are the people to benefit from the project, are overwhelmingly in favor 
of private development. As proof of this, I need only refer the com: 
mittee to its own files and to the record of these proceedings in the last 
Congress when the House voted by better than 2 to 1 in favor of 
private development. 

In response to a statement by President Eisenhower that the Niagara 
issue should be resolved in accordance with the wishes of the local 
people concerned, we have prepared a booklet demonstrating what 
those wishes are. 

In it you will find that the New York delegation in the House voted 
32 to 9 in favor of the private enterprise bill. All of them have been 
reelected to the 84th Congress. You will find that the supervisors’ 
association, representing the county governments of the 62 counties 
of the State of New York urge private development. You will find 
that the State Association of Towns has voted 493 to 7 in favor of 
private development. You will find that the New York State Federa- 
tion of Labor, every farm organization in the State, industry, business, 
and civic organizations are overwhelmingly in favor of private 
development. 

We sincerely urge that the committee heed the Saaent of substan- 
tially all of the people who are here directly concerned by acting fav- 
orably upon S. 6, which finder the restrictions provided therein, and in 
the Federal Power Act, and in the regulatory laws of the State of New 
York, would permit private enterprise to complete a development 
in which it pioneered and which it has been ready, able, and willing 
to complete for over 30 years. 

Senator Kerr. Thank you very much, Mr. Machold for your state- 
ment and for your very generous cooperation with the chairman of this 
committee in the answering of the questions. 

You are aware that I made a statement a while ago which was 
addressed to some of the language in your statement, and I want to 
say this: if your counsel wants now to say anything in response to 
it or if he wants to have the opportunity to prepare a statement for 
the record, I will be glad to give him that opportunity. 

Mr. Macuorp. Thank you very much, Mr. Chairman. 
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Senator Kerr. [ want to say this: I am going to hear every witness 
that is here today, if they want to stay. We will continue until about 
1 or 1: 15, and then we will come back at 2:30 and continue until every 
witness has been heard; but I understand that Mayor Dougherty and 
Mayor Niess have to catch planes; and with the permission of the 
others, we will hear them now, and then we will proceed in regular 
order. 

Mayor Dougherty. 


STATEMENT OF HON. BERNARD G. DOUGHERTY, MAYOR OF THE 
CITY OF DUNKIRK, N. Y. 


Mayor Dovucuerty. My name is Bernard G. Dougherty. I am 
mayor of the city of Dunkirk, N. Y. Dunkirk is located in the 
western part of New York State on Lake Erie about 65 miles from 
Niagara Falls and well within economic transmission distance from 
the proposed redevelopment. 

Dunkirk is vitally interested in the redevelopment of Niagara Falls 
power and the distribution of such power to counties and munici- 
palities, including their agencies or instrumentalities, the depart- 
ments, agencies, and instrumentalities of New York State, rural elec- 
tric cooperatives, and defense agencies of the United States, as well 
as to private enterprise. To illustrate our intense interest in this 
matter, it might be well to give a brief history of our operations in 
Dunkirk. 

Dunkirk owns and operates its own municipal electric department 
distributing electricity to its inhabitants and is one of the oldest, 
if not the oldest, in the country to enter this field. I have often 
heard the term “creeping socialism” applied to municipal or public 
power enterprises. We are not guilty of socialism, creeping or other- 
wise, since we were established long before any privately owned power 
enterprise in the area. 

On October 31, 1887, Dunkirk appointed a committee to investigate 
the feasibility of constructing an electric powerplant and upon a 
favorable report from this committee construction was started in 
1888 and by October 12, 1889, the plant had been constructed and 
was supplying electricity to the inhabitants. Just why do or did 
municipalities enter the electric utility field? Many entered the field 
because they wanted the progress and convenience of electric power 
when there were no private investors with sufficient vision or temerity 
to venture their funds in new-fangled ideas.. Dunkirk is an example 
of this. 

Dunkirk went into the electric utility business for the simple reason 
that there was no one else available at the time to provide such 
service for its residents. 

From the very beginning the project was a success and the demands 
for electric service became so great that it was necessary to constantly 
increase the capacity of the plant throughout the years in order to 
adequately supply the public. 

Some idea of the constant growth of our electric utility may be 
gained from a study of the last 20 years of operation. In 1934 we 
had 4,644 customers and sold 8,405,805 kilowatt-hours; in 1944 we had 
5,383 customers and sold 15,074,261 kilowatt-hours. 
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By 1954 we had 6,384 customers and sold 33,218,517 kilowatt hours. 
Our peak demand in 1954 was 7.681 kilowatt-hours and from the 
records our peak load and our kilowatt-hour sales seems to double 
about every 10 years. 

This growth, however, has not been without its trials and tribula- 
tions. In the e arly days of the plant injunctions and litigation by 
gas companies created a number of stumbling blocks to the rapid 
expansion of the business 

Senator Kerr. You say the gas companies litigated this‘ 

Mayor Doveuerty. Yes, sir. 

Senator Kerr. You would not call that sabotage, would you? 

Mayor Dovcuerty. No; I would not, sir. 

Senator Kerr. All right, proceed. 

Mayor Doveuerty. And in later years constant attempts by private 
power interests to absorb our operations have been a source of constant 
annoyance. In 1952 we held a referendum to decide whether or not 
the municipal electric utility should be sold to private power indus- 
tries. The proposition was turned down by an overwhelming vote. 

Senator Kerr. Do you remember what that vote was? 

Mayor Docuerty. I believe the majority was 600 in a vote of 4,000. 

Senator Kerr. Thank you. 

Mayor DoucHerry. And the people decided that an asset as val- 
uable as this public utility should not lightly be disposed of. 

The owners of a municipal electric system, and by the owners I 
mean the taxpayers of the community, have a right to e xpect that such 
& municipal system will not become a liability, that it will be a real 
asset to the community in the production of low and reasonable rates, 
and that they will not have to pay more for their electricity than 
they would in a similar community, nor should they have to subsidize 
the project in the way of taxes. The city of Dunkirk has certainly 
discharged its obligation i in the matter of rates. 

Our residents enjoy the lowest rates for residential electricity in any 
community on the Atlantic seaboard, in the New England States, in 
the Middle Atlantic States, or the South Atlantic States. There are 
only 11 States in the entire country which have as low or lower rates 
than the city of Dunkirk. 

Alabama, Mississippi, Kentucky, and Tennessee have communities 
taking power from Tennessee Valley Authority hydro developments 
and have rates cheaper than Dunkirk. Washington and Oregon have 
communities taking power from Grand Coulee Dam and have rates as 
low or lower than the city of Dunkirk. 

Nevada, Texas, and California have communities taking power 
from Boulder Dam and comparing very favorably with Dunkirk 
rates. Two communities in Wisconsin and one community in Minne- 
sota have rates just 4 cents under Dunkirk for a consumption of 250 
kilowatt-hours. 

This information was taken from the 1954 report of the Federal 
Power Commission on typical residential electric bills in cities of 
2,500 population and more, throughout the entire United States. 

For your further information on this point, I have appended to 
my statement, as exhibit A, a table showing the residential rates 
charged for electricity in 23 municipalities in New York State who 
own their own electric utilities together with the rates charged by the 
various private power companies in immediately adjacent areas. 
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Dunkirk’s low electric rates are all the more surprising when one 
considers the fact that all of our power requirements are purchased 
from a private power company, yet we are able to sell electricity at 
retail cheaper than that same private power company. We feel that 
we have, in fact, established a very ettective yardstick in the matter 
of rates and that such yardstick is certainly needed. 

One will immediately hear the cry from private interests that such 
rates are only possible because municipalities do not have to pay taxes. 

We claim that we do, in effect, actually pay taxes. Our municipal 
electric department contributes an amount e: ach year in lieu of taxes to 
the general city government and this money is used for the relief of 
general taxation. 

This contribution is not a theoretical amount nor a mere book- 
keeping entry. It is actual cash, and during the year of 1954 this cash 
contribution amounted to $39,000 and for the year 1955 we expect to 
contribute the amount of $60.700. 

Based upon our valuetion and the present tax structure of the city 
of Dunkirk, the actual tax which would be assessed against this utility 
if it were privately owned would be approximately $9,000. Of course, 
private power companies also have to pay State, county, and town 
taxes as well as income taxes, but the difference between our $60,700 
contribution in lieu of taxes and the $9,000 city tax which would be 
paid if the service were privately owned, would more than make up 
that difference. 

In my estimation the aforementioned facts show that the ae 
electric system of the city of Dunkirk is not a socialistic venture but 
has discharged its obligation to the ratepaying public by producing 
and maintaining an adequate quality of service and by charging a rate 
for such service which is the lowest in the East. 

The municipal electric system has further discharged its obliga- 
tion to the taxpayers by contributing a substantial amount of cash 
in aid of taxation instead of being subsidized by the taxpayers as is 
so often the claim of the private utility. 

We have no quarrel with the private power companies; we merely 
wish to be left alone to work out our problems in our own way and to 
buy power on a competitive basis with the private companies. 

We merely want to be assured that we can buy our fair share of the 
output of such power projects as Niagara on a fair competitive basis 
with private interests, not to the exclusion of these private interests, 
but on a sharing basis. 

Senator Kerr. Can you tell the committee or can you later advise 
the committee what your wholesale rate is that you are getting? 

Mayor Dovcuerry. 8.6 mills. 

Senator Kerr. 8.6 mills per kilowatt-hour, and your distance from 
Niagara Falls is how much? 

Mayor Doucuerry. About 65 miles. 

Senator Kerr. All right; you may proceed. 

Mayor DovuGHerty. In order to maintain our present position, we 
need Niagara power. We want to go on record as being in favor of 


Senate bill No. 1823, by Senator Lehman, and we strongly urge its 
passage. 
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We believe that the redevelopment of Niagara power by private 
utilities would result in higher cost for this power than would be 
the case under public development; and we doubt very much if the 
private development of this project would result in any substantial 
rate reduction to ourselves or other municipalities in the area. 

The Lehman- Davidson bills provide for development of this project 
by the New York Power Authority and provide for the inclusion of 
the so-called preference or consumers safeguard provisions. 

We are heartiy in favor of this and believe that any other method 
of development would be detrimental to the best interests of the 
country. The passage of this bill would insure the city of Dunkirk of 
an opportunity to purchase its fair share of Niagara power under 
conditions which would allow it to maintain its present position and 
to continue to be a well-established yardstick effectively regulating 

rates not only to its own consumers, but to all consumers in the western 
part of New York State. 

The policy of providing a preference to local public agencies and 
rural lactose cooperatives in the marketing of power produced from 
Federal water resource projects is not a new one. 

Congress has followed this policy since 1906, and the necessity for, 
and the desirability of, such a preferenc e has been effectively demon 
— by the experiences encountered in marketing power from the 

. Lawrence project. Present indications are that municipal utili- 
ties and rural electric cooperatives will receive very little of the 
St. Lawrence power. 

A very important provision of the Lehman-Davidson bills is the 
provision delegating authority to the marketing agency to construct 
its own transmission lines where economically feasible or to negotiate 
wheeling or other similar arrangements with companies or other 
agencies owning transmission lines. 

This provision is extremely important if municipalities and rural 
electric cooperatives are to receive any benefit from the redevelop- 
ment of Niagara. Most of these municipalities and rural electric 
cooperatives operate in a comparatively restricted area and do not 
have legal authority or financial resources to construct transmission 
lines from the project to their load centers. 

In conclusion, I wish to thank this committee for the opportunity 
to appear before it to state my views and the views of our munic! 
pality on this vitally important question, and I would like to take 
this opportunity to urgently request your committee and the Con- 
gress to approve the Lehman-Davidson bills as the only legislation 
which would provide adequate machinery for the equitable and eco 
nomic distribution of Niagara power. 

Mr. Chairman, I would like to have my exhibit A included in the 
record, if I might. 

Senator Kerr. It will be included in the record at this point. 
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(The above-mentioned document is as follows :) 


Exursit A 


Comparison of charges for 100 kilowatt-hours, taken from 1954 Federal Power 
Commission report 


aap ee | Charge for vste P 
Municipal electric 100 kilo- Neighboring 


utility community 


Charge for 
100 kilo- Served by 
watt-hours watt-hours 


Dunkirk ____.___- 
Tlion._- — 
Salamanca 
Mohawk 

Fairport 

Penn Yan 
Jamestown... 
Solvay 

Green Island _----_- 
Westfield 
Springville 
Watkins Glen__-- 
Freeport __- | 
Plattsburgh__......____| 
Herkimer___-_-- 

Bath 

Wellsville___- 
Hamilton___- 
Rockville Center__- 
Frankfort _ : 
Tupper Lake_____ ‘ 
Lake Placid_..._...__- 
Greenport 


| Fredonia. --_- 
Utica 
Olean 1__- 
Utica. _..- 
Rochester 
Geneva 

| Olean ! 
Syracuse 

| Albany .-..-.-.| 

| Fredonia !_____ 

| Gowanda !__ 

5 IN os oieascne 
Freeport. __- 
Dannemora. -. 
Utica ! 

| Hornell. __-__- 

a ne 
Norwich 
Baldwin 
Utica !__. 

a Lake. 


nn 
[~) 


.78 | Niagara Mohawk Power Corp. 
44 Do. 

78 Do. 

44 Do. 

59 Rochester Gas & Electric. 

30 New York State Electric & Gas. 
78 | Niagara Mohawk Power Corp. 
44 Do. 

44 Do. 

78 Do. 

.32 | New York State Electric & Gas. 
. 30 Do. 

32 Long Island Lighting Co. 

02 New York State Electric & Gas. 
44 | Niagara Mohawk Power Corp. 
30 New York State Electric & Gas. 
30 Do. 

30 Do. 

32 Long Island Lighting Co. 

44 | Niagara Mohawk Power Corp. 
71 Paul Smith’s Power Co. 

71 Do. 

Long Island Lighting Co. 


G7 HB We ae Go GP G9 G9 9 G9 G9 BO GO OO GO HO GO GO GO OE RO DODD 
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Mean average 
Median 








! Private utility cheaper than municipal. 


Six private companies serve most of New York State and their residential 
rates for 100 kilowatt-hours vary as follows: 


Niagara Mohawk Power Corp. (western division) 
Niagara Mohawk Power Corp. (rest of State) 
New York State Electric & Gas Corp 


Mayor Dovcuerty. Thank you. 
Senator Kerr. Thank you very much, Mayor Dougherty. 
Mayor Niess, of Boonville, N. Y. 


STATEMENT OF HON. CARL J. NIESS, MAYOR OF BOONVILLIE, N. Y. 


Mayor Nress. My name is Carl J. Niess. I am the mayor of the 
village of Boonville, N. Y. Boonville is situated in the foothills of 
the Adirondack Mountains about 30 miles north of Utica, N. Y. 

Boonville is vitally interested in the development of public power 
both at Niagara Falls and the St. Lawrence development. Boonville 
owns its own municipal electric system and has been organized since 
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1902. We have a hydroelectric development on Black River which 
supplies about half of our requirements, and the balance has to be 
purchased from private power interests, and we have been at their 
mercy for a number of years. 

Our hydro power costs us a little over a quarter of a cent per 
kilowatt-hour, including maintenance and depreciation, while our pur- 
chase power costs us w holesale between 114 4 cents and 2 cents depending 
on the amount used, the power factor pen: alt y, and so forth. 

Our load is increasing constantly, and we are becoming increasingly 

alarmed over the costs of our purchased power. Our retail rates com 
pare very favorably with similar service in similar localities, and we 
have been able in the past to contribute varying amounts of cash to our 
operating municipality in lieu of taxes and for the direct relief of 
taxation. In years past the electric system has been able to con- 
tribute $10,000-$15,000, and as high as $20,000 per year, to the general 
village government for the relief of the t taxpayer beside furnishing 
adequate services at reasonable rates. This year the municipal com- 
mission has agreed to contribute $7,500 to the general village. 

I have often heard the claim by private power interests that the 
only reason we municipal electric utilities can sell power as cheaply 
as we do is that we do not have to pay taxes. I want to strongly 
refute that statement. Not only does Boonville pay its general village 
government an amount in lieu of taxes which is far in excess of what 
the service would pay if privately owned, but in addition I want it 
to be known that we operate in eight townships outside the village 
of Boonville, and we pay school taxes and town and county taxes 
in each one of these tax districts; still we are able to purchase from 
the private power interests and serve at rates comparable to, or less 
than, theirs. 

We in Boonville were quite enthused when it became apparent that 
the St. Lawrence development would actually become a reality. We 
thought that at least we might have a source of cheap power so that 
we might continue to maintain our status quo in the matter of rates 
and service to our own municipality and the surrounding towns served 
by us. 

However, under existing conditions, it seems that we will benefit 
little, if any, by the St. ‘Lawrence development. This is due pri- 
marily to the marketing policies and the fact that there are no trans- 
mission lines owned by the New York Power Authority to serve our 
municipality. There are transmission lines owned by private inter- 
ests which might be used for a wheeling arrangement, but no provi- 
sion has been made to date for such arrangements, and at the present 
time it is doubtful if we will receive any actual benefit in Boonville 
from St. Lawrence power. 

We in Boonville are heartily and emphatically in favor of the 
Lehman-Davidson bills, S. 1823 and H. R. 3878. ‘These bills correct 
all of the errors encountered under the present conditions of market- 
ing St. Lawrence power. 

‘We believe that the redevelopment of Niagara Falls power by pri- 

vate utilities would result in much higher costs of construction and 
higher operating costs than would be the case if it were developed 
by a public agency. We consider the inclusion of the so-called pref- 
erence clause absolutely essential to insure small munic ipalities like 
ourselves an opportunity to purchase our fair share of the output 
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of this project. The principle of the preference clause has been well 
established by Congress for over 50 years, and there is no reason 
to eradicate it now that New York State municipalities want it. 

Just as important and probably more important is the authorization 
for the marketing agency to construct its own transmission lines, where 
economically feasible, or to negotiate wheeling or similar arrange- 
ments with companies owning transmission lines. We are com- 
paratively small and we certainly do not have the financial resources 
to construct transmission lines to our system, but this is no excuse 
to deny our municipality and the eight townships served by us the 
benefits to be derived from the development of a national resource 
which should be developed for the greatest good for the greatest 
number of people and not for the financial gain of a chosen few. 

I wish to thank this committee for the opportunity to express the 
views of myself and the people I represent. 

Senator Kerr. Thank you, Mr. Niess. Off the record. 
(Thereupon, there was a discussion off the record.) 


STATEMENT OF CHARLES C. FICHTNER, EXECUTIVE VICE PRESI- 
DENT, BUFFALO CHAMBER OF COMMERCE, BUFFALO, N. Y. 


Mr. Ficnrner. That is the way it is spelled, Mr. Chairman, yes, it 
is usually pronounced Fichtner. 

I appear, Mr. Chairman, in support of the Capehart, Dondero, Miller 
bills, the private enterprise bills. 

As spokesman for the Buffalo Chamber of Commerce, I represent 
2,075 firms and 3,069 individual businessmen on the Niagara frontier. 
I have also been requested by the Empire State Chamber of Com- 
merce, made up of 138 local chambers of commerce and 15 trade asso- 
ciations throughout the State of New York with a combined mem- 
bership of approximately 200,000 business and civic leaders, to repre- 
sent that statewide organization. The position of the State chamber 
is the same as that of the Buffalo Chamber of Commerce. 

Our position in support of private enterprise principles, we think, 
represents the dominant opinion of the people of the State of New 
York. When the private enterprise bill, H. R. 4351, was passed by 
the House in the preceding Congress on July 10, 1953, by a vote of 
262 to 120, included in the count were 32 affirmative and only 9 nega- 
tive votes of Representatives from New York State, a majority of 
more than 3 to 1. 

That ratio is probably an understatement of the underlying views 
of the people of our State; indeed, we are confident that the voting 
public of New York State would now support private enterprise prin- 
ciples by an even higher ratio than indicated by their Representatives 
2 years ago. 

The citizens of New York State, and particularly those of the Niag- 
ara frontier, favor private redevelopment at Niagara power for a 
number of reasons: 

First, in principle, we believe that Government should not do 
those things which the people can do for themselves. Tens of thou- 
sands of individual investors stand ready and willing to invest more 
than $400 million of their savings and the private power companies 
are ready and able to develop promptly additional Niagara power 
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facilities by expanding installations which now and always have been 
privately owned and operated. 

These private companies will accomplish construction more rapidly 
and efficiently than can any public power agency. They have the 
experience, the engineers, and the ownership of properties necessary 
to this great project. 

Secondly. on the basis of the past record, we are certain that the 
future needs for additional electric power in western New York to 
keep pace with our industrial, commercial, and residential growth 
and consumption will more assuredly be supplied by private enter- 
prise than by a bureaucratic agency, such as the New York State 
Power Authority. 

Senator Kerr. Let us, you and I, find out what “bureaucratic” 
means. Do you have anything particular in mind there or just a gen- 
eral definition ¢ 

Mr. Ficntner. I assume that the etymology is that power is vested 
in a bureau, a bureau being an organization created by a governmental 
authority. 

Senator Kerr. There was no purpose on your part to cast reflection 
on it by that term then, was there / 

Mr. Ficutner. From the origin of the word, sir, | would think it 
an apt description of the State power authority. 

Senator Kerr. I said was the term used as purely definitive or as a 
criticism ¢ 

Mr. Ficurner. It is a statement of our view of fact that releasing 
the energies and the capacities efficiently—private enterprise will do 
the job. 


Senator Kerr. Did you understand my question / 
Mr. Ficutner. There is nothing too critical except in the results of 
past operation of such organizations, if that is to be deemed a 


criticism. 

Senator Kerr. Iam not deeming. I was just asking. 

A bureaucrat is defined as “An official of a bureau, especially one 
pursuing a narrow and arbitrary routine.” Then “bureaucratic,” it 
just says that is the adjective of the word “bureaucrat. 

As I read the definition, it is not a very favorable term, and I just 
wanted to know whether or not you used it as a critical term or a 
definitive term, and you don’t have to answer unless you care to, but 
if you do, I would appreciate it. 

Mr. Ficutner. Obviously, we are not in favor of bureaucratic 
cperation of important economic enterprise. Naturally, we don’t 
favor it. 

Senator Kerr. Obviously, you are not in favor of governmental 
operation. 

Mr. Ficutner. Except where the Government can do the job better. 

Senator Kerr. I doubt very seriously if you would favor it even if 
they could do it better. That is just an expression of opinion on my 
past, and one which I am perfectly willing for you to correct me in; 
vut I still would appreciate it, if you care to, and this will be the last 
time I will ask you, if you used the word “bureaucr atic agency” here, 

“such as the New York State Power Authority,” critically or 
definitively. ’ 

Mr. Ficutner. I would say it isa matter of fact, sir. 

Senator Kerr. Thank you, sir. Proceed. 
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Mr. Ficurner. Our needs in the past have been well taken care of 
by the same private utilities which are now offering to invest in addi- 
tional facilities to supply ever-increasing future requirements. 

The trend of demand for power by local industry in the Niagara 
frontier, a two-county area, has been rising very fast. There has 
been almost a million dollars invested in that area in the past 8 or 9 
years. 

To meet that growing need, the Niagara Mohawk Power Corp., 
since 1946, has increased its steam-generating capacity by over 85 
percent. 

As Mr. Machold pointed out, a further large addition of 200,000 
kilowatts to its steam —_ on the Niagara River is now in the process 
of installation. By 1957, the Huntley steam plant on the Niagara 
River will have a capacity of more than 1 million kilowatts, or ap- 
proximately as much as will be obtained from the Niagara project. 

All of the additional power potential of Niagara redevelopment will 
be fully used by 1960. Indeed, the United States Army Corps of 
Engineers recently estimated that a market would exist for an in- 
crease of 2,500,000 kilowatts of dependable capacity within the Niagara 
marketing area by the year 1975. 

To fill that need, additional steam capacity beyond that which we 
are talking about or some other power source will have to be found 
to fill the gap, or I noticed yesterday that Niagara Power is the first 
private company to get into the development of the practical atomic 
energy as a source for electric power. 

Because the additional hydropower from redevelopment of Niagara 

san supply only part of the growing need in our area for electric 
power, we must continue to look forward to expansion of steam power 
capacity or some other source of power by private utilities. There- 
fore, in the interest of integrated and uninterrupted management, it 
follows that the present hydroelectric development at Niagara can 
well be integrated or vested in the private management which now 
operates the hydroelectric facility and which will be responsible for 
the expansion of steam-generated electric capacity in the future. 

In the third place, and again based on experience, we know that the 
private power companies can do more than a Government agency, 
which often is molested and hamstrung by political considerations, 
in furthering the economic expansion of the Niagara frontier. 

Senator Kerr. I ask in your opinion is that ‘constantly molested 
and hamstringing a bipartisan enterprise or is that limited to either 
of the two parties! 

Mr. Ficurner. I think it has occurred in my observation under 
both parties. 

Senator Kerr. Equally? 

Mr. Ficutner. I have not made any measure. 

Senator Kerr. Do you have an opinion on that that you would 
care to give the committee? 

Mr. F ICHTNER. Having made no measure, I would hate to express 
an opinion, Mr. Chairman. 

We are very conscious in our area, which is probably one of the 
most highly developed industrial areas in the country—for example, 
our basic income depends on manufacturing to a greater extent than 
any other area in the country except Detroit—that our economic future 
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depends on continued growth of established industries and location of 
new manufacturing enterprises. 

We are in very ‘stiff competition in this field and we have gotten 
excellent help from the Niagara Mohawk Co., which we don’t think 
we would obtain from such an agency such as the New York State 
Power Authority. 

Another consideration is that we prefer that our industrial growth 
be on a sound economic basis rather than rest on direct and indirect 
subsidies which characterize public power areas such as the TVA. 
We admit that the TVA enjoys unique advantages over private util- 
ities through its relative freedom from certain expenses, notably in- 
terest and many forms of taxes. Also its cost accounts and the dis- 
tribution of overhead are juggled so that less than a fair share 1s at- 
tributed to the cost of producing power. 

In other words, the yardstick by which the cost of power production 
is measured has been shy a good many inches in length. 

TVA power seems cheap “because large expense items which must 
be borne by privately owned corporations are — and are passed 
on to the unsuspecting taxpayer throughout the Nation. 

Senator Kerr. You aren’t under the impression that there was a 
bill before the committee or a project that would be before the com- 
mittee that the TVA was going to be licensed to build this project, 
are you ¢ 

Mr. Ficurner. I am giving that as an example. 

Senator Kerr. Would you answer my question / 

Mr. Ficutner. This bill before this commitee, as I understand it, 
S. 6, and the other bills, relate solely to Niagara. 

Senator Kerr. And you didn’t understand that there was a pro- 
posal to license or authorize TVA to enter this area and build this 
project ? 

Mr. Ficutner. May I say that we are very conscious of the com- 
petition which the TVA gives our area in attracting industry. 

Senator Kerr. You may be conscious of that, but you seem to be 
totally unconscious of the point which I am making. 

Mr. Ficutner. | don't think the points are totally unrelated, Mr. 
Chairman. 

Senator Kerr. Does the point have to be related for you to answer 
my question ? 

Mr. Ficurner. [| understood that the bills related solely to Niagara. 

Senator Kerr. Would you say the chairman would be justified in 
concluding that you are aware that there is no contemplated proposal 
here to put the TVA into your area ¢ 

Mr. Ficutner. It is my understanding it is not contemplated to put 
TVA in our area. 

Senator Kerr. Thank you, sir. You would have saved your time 
and my time both by answering that the first time I asked you. 

Mr. Ficutner. I am sorry. I misunderstood you. 

Senator Kerr. I don’t believe you misunderstood me. I think you 
understood it just as well the first time as you did the last time I 
asked it. I have that respect for your intelligence. 

If you want it to go on the basis that you didn’t, the record will 
reflect. that. 
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Mr. Ficntner. Thank you, sir. My point was that we feel that since 
public policy is not a fixed matter, that if this is a development re- 
flecting full cost, that we are on a sounder economic basis. 

In the fourth’ place, I think it is a fair statement that our local 
communities have rather desperate need for the taxpaying capacity 
of private ownership of the means of production. It is our experience 
that as the amount of public enterprise reduces the tax base, that much 
greater must be the taxload on remaining taxpaying industry ; and the 
effect of the expanding tax-free segment “and the narrow ing taxpaying 
segment in New York State is becoming quite serious. 

The tax burden on private ieudaitaial autheaeionti in New York State 
is already a very heavy one. From our studies, I think that manu- 
facturing enterprise in New York State probably bears the tax burden 
which is exceeded by only a few other areas, notably Massachusetts— 
in other words, the State of New York depends on direct taxation on 
manufacturing to a greater extent than our competing areas, such 
as Michigan, Ohio, Illinois, and so on, to levy their taxes. 

The next sentence is one which will probably not meet with your 
approval, Mr. Chairman, but I am going to say that the public owner- 
ship of the means of production, such as s by the State power authority, 
is the essence of socialism—if Karl Marx said anything else, I don’t 
know 

Senator Kerr. I don’t see the name “Marx” in there. 

Mr. Ficurner. Which, as I understand it, is Karl Marx’s principle, 
and “is the essence of socialism and in western New York we have 
very few Socialists.” 

Senator Kerr. Who owns this resource now ? 

Mr. Ficutner. The facilities for utilizing the force of gravity are 
owned by the Niagara Mohawk. 

Senator Kerr. I asked you who owns this resource, which I use to 
refer to the waters of the Niagara River. 

Mr. Ficutner. I don’t think it is a question of owning the waters 
of the Niagara River. 

Senator Krrr. Do you know who owns the resource ? 

Mr. Ficutner. The Government, of course. 

Senator Kerr. What government? 

Mr. Ficutner. The Niagara River being a navigable stream, I 
assume it would be the Federal Government. 

Senator Kerr. It would certainly be either the Federal Govern- 
ment or the State of New York, wouldn’t it? 

Mr. Ficutner. That is correct. 

Senator Kerr. Does the Niagara Power Co. have any vested interest 
in that resource or any ownership of it whatever ? 

Mr. Ficutner. Philosophically 

Senator Kerr. Philosophically or technically or theoretically or 
practically. 

Mr. Ficutner. The Niagara Power Co. owns only the facilities, the 
penstocks, and the turbines, and they license the use of the gravity 
of the falling water and return the water to the stream in exactly 
the same fashion that they take it. 

Senator Kerr. Do they have any ownership in that resource ¢ 

Mr. Ficutner. I think we are talking about two different things. 

Senator Kerr. No; we are not. I am talking about the water, the 
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resource. You said that either the Federal Government or the New 
York State government owns it. 

Mr. Ficurner. The water flow—it is merely the water that is rented 
as it falls down the penstocks and goes through the turbines. 

Senator Kerr. Are you telling the committee that company owns 
that water ¢ 

Mr. Ficutner. I granted it was owned by the Government. 

Senator Kerr. If the Government owns it, the Niagara Power Co. 
doesn’t own it. 

Mr. Ficutner. The Niagara Power rents the use of the falling 
water and returns the water to the stream. 

Senator Kerr. They don’t rent but a limited quantity of it, accord- 
ing to their testimony. 

Mr. Ficutner. I don’t see that that is inconsistent. 

Senator Kerr. I am not talking about consistencies or inconsisten- 
cies. If you care to answer, you may or if you don’t, just say so. 

Mr. Ficurner. Which resources are you talking about ? 

Senator Kerr. Water. 

Mr. Ficurner. They are merely renting water. 

Senator Kerr. Are you able to contempl: ite the difference between 
the water and the installation that uses its power in the creation of 
industry ¢ 

Mr. Ficutner. That is a distinction I am trying to make. 

Senator Kerr. Having made it, are you willing to answer whether 
or not they own that water / 

Mr. Ficutner. I granted in the first place that the Government 
owns the water. 

Senator Kerr. Then do you grant that they do not ? 

Mr. Ficutner. They own only the installation which utilizes the 
falling water. 

Senator Kerr. Does the ownership of that resource by the Federal 
Government or the State of New York or both constitute the essence 
of socialism ? 

Mr. Ficurner. The installation utilizing the gravity force of the 
falling water is the means of production, sir. 

Senator Kerr. My friend, I must say that as far as I am concerned, 
you just go ahead and read your statement, since you apparently mis- 
understand my question or refuse to answer it. 

Mr. Ficutrner. I am not refusing to answer it. I am trying to help 
the chairman distinguish between them. 

Senator Kerr. You don’t have to help the chairman distinguish 
between the facility and the resource. I had that understanding be- 
fore your appearance here. If I hadn’t, your appearance here 
wouldn’t have relieved me of that absence. 

You may proceed. 

Mr. Ficurner. In the fifth place, we have great confidence in the 
public service commission of New York State. 

Senator Kerr. But none in the New York State Power Authority. 

Mr. Ficurner. We are talking about comparative agencies. We 
didn’t expect any 

Senator Kerr. You referred to the State power authority as being 
an instrumentality or essence of socialism. 

Mr. Ficutner. I repeat, sir, that the ownership of the means of 
production is the essence of socialism. 
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Senator Kerr. You are not making a Socialist out of these power 
companies; are you ¢ 

Mr. Ficurner. Public ownership 

Senator Kerr. It is only Socialist if the Government owns it, not if 
a private individual owns it? 

Mr. Ficurner. If private enterprise owns the means of production, 
it is still owned by the public because who are the public? They are 
the stockholders. They are the employees. 

Senator Kerr. I am not in the posture of answering questions; I 
am in the position of asking. 

_ Mr. Ficurner. I am trying to explain what I mean, which I think 
Is accurate and 

Senator Kerr. If not discernible. 

Mr. Ficurner. I try to be as clear as possible, 

As I was saying, we have confidence in the Public Service Commis- 
sion of New York State, because under its organized regulation, the 
interests of consumers have been well served and protected. In com- 
bination with good utility management and technological progress, 
electric rates in New York State have gone steadily downward, 
especially in terms of “real value” of the dollar adjusted for inflation. 

Under continued private ownership and management of electric 
power facilities, we think we can look forward to a continuation of 
that downward trend of the real costs of power. 

In the sixth place, at a time when the Federal budget is seriously 
out of balance and the finances of the State of New York are laboring 
under a most serious and severe strain, according to Governor Harri- 
man, it follows that every opportunity should be seized to foster new 
taxpaying enterprises to share those governmental expense burdens. 

When the Government launches an enterprise that competes directly 
with private capital, it definitely suffers a severe loss of revenue in 
the form of those taxes that would have flowed to the Government if 
that source of income had not been destroyed by its own business 
venture. 

Specifically, those taxes which would not be paid by the State 
power authority become one of the costs which the State of New York 
must pay or forego as a result of its entry into a field which should 
be occupied by private corporation. 

On the part of the State power authority, therefore, the nonpay- 
ment of taxes becomes a form of hidden subsidy which enables it to 
operate with lower production costs than could a private concern. 
These tax subsidies would not only be State and Federal corporate 
income taxes but also include in varying degrees excise, franchise, 
unemployment, sales, use, utility, automobile license, State and Fed- 
eral gasoline taxes, and social-security taxes. 

The argument is made that the State “ested authority would pay 
“in lieu of taxes” certain amounts to local governments. Experience 
with similar situations in other parts of the country clearly indicate, 
however, that such amounts are trifling. 

The Hoover Commission made an analysis of that in the case of 
the TVA. That recites the reasons we have for favoring private 
enterprise. Local governments usually have no power to assess 
amounts in lieu of taxes which, accordingly, are kept to that minimum 
which permits saying that something in lieu of taxes has been paid. 





NIAGARA RIVER POWER PROJECT 223 

Political pressures are always in the direction of talking about lower 
ing the rates rather than definitely enlarging the payments “in heu 
of taxes” to local governments. 

In the interests of abbreviating this, I will skip some of it, and con- 
dense some of it. Mr. Moses has written to me that we should favor 
public power so that we could compete better with other en power 
areas, such as TVA, Columbia Basin, and so on, but we « 
with him. 

In this rather seductive appeal that two inequities make a right, 
however, the Buffalo Chamber of Commerce cannot concur. Rather, 
we advocate correction of regional inequities by a policy of return of 
public power to private ownership under fair and uniform taxation. 
Recently the Hoover Commission on Organization of the Executive 
Branch of the Government issued a report on waterpower, rather 
moderate in tone, which recommends that private utilities be allowed 
to build electric power facilities for Federal multipurpose dams and 
be permitted to market the power through their own systems. And 
then I give some quotes with which you are already familiar. 

The proposal now advanced by the high- pressure State power au 
thority propagandists and lobbyists, if applied in pr ine iple to other 
natural resources and to other means of private production, would 
publicly be condemned as a program of socialism. 

In our fight against the socialization of Niagara power, there, we 
on the Niagara frontier and throughout New York State are speak 
ing to preserve one of the most cherished and vital principles of Amer! 
can society; namely, that the greatest good to the greatest number 
comes from encouragement to private enterprise. 

Cheap public power at the expense of that sound principle is no 
bargain for thoughtful and responsible men. This, then, is no time 
for the practice of political demagoguery. For, what Congress de- 
termines at Niagara will assuredly influence the pattern for future 
Government ventures throughout the Nation, and, indeed, will in- 
fluence for a long time to come the inherent morality and character 
of government itself in the United States. 

Thank you very much, Senator Kerr. 

Senator Kerr. Thank you very much, Mr. Fichtner. May I ask 
you another question, please? 

You are the executive vice president of the Buffalo Chamber of 
Commerce. Does that mean you are what we call in our country the 
director ¢ 

Mr. Ficutner. I am the chief executive officer of the organization. 

Senator Kerr. Employed by it? 

Mr. Ficutner. By the board of directors. 

Senator Kerr. They act for the chamber ? 

Mr. Ficurner. They are the principal governing board of the or- 
ganization; yes, sir. 

Senator Kerr. Is the Niagara Mohawk Power Corp. a member of 
your chamber of commerce ¢ 

Mr. Ficutner. Yes, sir, as they are, I think, in every city in which 
they operate and as every utility should be of every chamber of com- 
merce, because the utility and the chamber of commerce have a com- 
mon objective. 

Senator Kerr. In other words, the chamber of commerce more or 
less represents them ? 


o not concur 
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Mr. Ficurner. The chamber of commerce represents the economic 
interests of the region. We represent every man, woman, and child 
in the region, whether he is a subscribing member or not. 

Senator Kerr. Or whether he wants you to or not? 

Mr. Ficutner. I beg your pardon ? 

Senator Kerr. And whether he authorizes you to or not. 

Mr. Ficurner. I mean in our endeavor to advance the economic 
interests of the region, we are serving every man, woman, and child 
in the area; yes, sir. 

Senator Kerr. But the Niagara Mohawk Co. is a member of your 
organization ? 

Mr. Ficurner. Yes; they should be. 

Senator Kerr. Has representation on your board of directors? 

Mr. Ficntner. No, sir; they don’t. I beg your pardon. They do. 
May I correct the record? 

Senator Kerr. You don’t have to beg my pardon. 

Mr. Ficutner. Mr. Charles P. Wick, who recently became vice pres- 
ident of that division, is on our board of directors. 

Senator Kerr. Who is the president of your chamber of commerce? 

Mr. Ficutner. Mr. Charles H. Drefendorf, president of the Marine 
Trust Company of Western New York [sic]. 

Senator Kerr. Thank you very much, Mr. Fichtner. 

Mr. Ficutner. Mr. Chairman, I have some letters I would like very 
much to have included in the record. 


Senator Kerr. They will be included in the record at this point. 
(The above-mentioned documents are as follows:) 


NATIONAL Gypsum Co., 
Buffalo, N. Y., July 8, 1955. 
Hon. DENNIS CHAVEZ, 
United States Senate, Washington, D. C. 


My Dear SENATOR: Here at home I am close to the Niagara power redevelop- 
ment proposal which your Senate Public Works Committee is now considering. 

The present power facilities were originally developed by private capital, and 
these facilities have served western New York well. We believe it would be 
unfair to use public funds to build other power units to compete with the exist- 
ing plant insolong as private capital can do the job. 

Additional power from the proposed development will be needed and, based 
on past experience, we believe this can be had more economically and quicker if 
done by private funds. 

Yours truly, 


M. H. BAKER, 
Chairman of the Board. 


—— 


BUFFALO BUSINESS FEDERATION, 


Buffalo, N. Y., July 13, 1955. 
Hon. DENNIS CHAVEZ, 


Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 
Hon. Rosert S. Kerr, 
Subcommittee Chairman, Senate Public Works Committee, 
Senate Building, Washington, D. C. 


Dear SENATORS: The Buffalo Business Federation, which is an organization 
composed of 40 businessmen’s, taxpayer's, and other related groups in the city of 
Buffalo, including both chambers of commerce, better business bureau, fire under- 
writers, and others, in a regular meeting with the delegates of these organizations, 
duly assembled, held in Buffalo, N. Y., on March 9, 1955, resolved that we oppose 
public development (and operation) of the Niagara River power potential, and 
that the same should be developed by private companies. 
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Generally, the reasons advanced were that the American limit at Niagara 
Falls is already to a great extent (about 25 to 30 percent) privately developed 
There is a ready market and a great need for the remaining power, and the 
existing companies have expressed a willingness, ability, and desire to proceed 
immediately. It seems hardly profitable or efficient for any other to enter the 
tield, and thus have 2 or more carrying out what should be 1 project 

We have noted that the Power Authority Act of the State of New York became 
law in 1931, creating a power authority with all-embracing powers. Twenty- 
four years have passed and the Niagara is still undeveloped by that authority. 

As for the Federal agencies, we have always understood the underlying prin- 
ciple to be, to not compete with private enterprises and to permit private develop- 
ment where not detrimental to a large sector of the Nation or its inhabitants. 
We entertain no doubt that private enterprise can and will, if given the oppor- 
tunity, immediately and fully develop the Niagara to the realization of its 
complete potential permitted by the existing treaty. It is noted as a trend 
of the times that the Hoover Commission has recommended the withdrawal! by the 
Federal Government of a number of its successful agencies from the private- 
enterprise field; and more recently, specifically recommended private develop- 
ment of electric power facilities even in certain multipurpose situations. The 
same rationalization applies to the Niagara, but all the more forcefully, as it is 
but a single-purpose project, viz, power development. 

Uxisting private enterprise adequately supervised and controlled by the New 
York State Public Service Commission and other proper agencies, both State 
and Federal, ought, we respectfully submit, to be authorized to proceed with the 
Niagara development without delay. 

Very respectfully yours, 
Epwarp B. Murpry, 
Chairman, Port Authority Committee. 


JULY 12, 1955. 
Hon. DENNIs CHAVEz, 
Chairman, Senate Public Works Committee, 
United States Senate, Washington, D. C.: 


Prefer regulated private development of Niagara Fall power to public develop- 
ment which always in practice seems to be unregulated. Private development 
more consistent with our system of checks and balances. 


W. G. CoNABLE. 


BuFFALO, N. Y., July 11, 1955. 
Senator DenNIs CHAVEZ and Senator Roserrt S. Kerr, 
Senate Public Works Committee, 
Washington, D. C.: 


As a private citizen and also as president of Rapistan of New York, Inc., urge 
that the Niagara power development be given to private enterprise. 
We have too much subsidizing in this country and the world as it is; let’s 
keep this country as democratic as possible. 
Niagara Mohawk and other power companies in New York State are definitely 
able to accomplish this project. 
We have waited too long already, and plants are moving out of this area to 
other locations because of this laxity. 
This is very urgent; let’s give these people the authority to get the job done now. 
WILLIAM C. Ravuscu, 
RAPISTAN OF New York, INc. 


Copy Propwcts, INc.. 
Suffalo, N. Y., July 8, 1955. 
Senator DENNIS CHAVEZ, 
Chairman, Public Works Committee, 
Senate Office Building, Washington, D. C. 


DeEAR SiR: As a member of the Senate Public Works Committee, we are writing 
to you to express our opinion that private enterprise should continue to develop 
the Niagara Falls power program. 

We are particularly concerned with the fact that Government can take control 
of an industry based on the theory that it is good for the public attitude, after 
private enterprise had developed the facilities, kept pace with the times and, in 
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general, did a highly commendable job. It is our thinking, next it may be 
automobiles. 

We will not argue that perhaps the development of barren western lands, 
where irrigation and power are tied together, that Government development of 
these areas are of benefit to our country, but the Niagara Falls power program 
has nothing to do with such a situation. 

The project of the Niagara Falls power development program should be judged 
purely on its own merit. When one considers the amount of tax revenue the 
State and Federal Governments will gain, as well as the fact that the private 
enterprise will finance and build the complete facilities without Government aid, 
it should be given a vote of confidence in its ability to continue to do it the 
American way, by men who have faith in the future of America. 

Furthermore, the private power companies of New York State have forecast 
needs and built facilities and, in general, kept pace and faith with the industrial 
growth of the State, and it is highly questionable had this been State or Federal 
controlled whether today we could say the same. 

We would appreciate hearing from you on this most vital matter, as we feel 
this issue is not power alone, but America’s future thinking on the subject 
What Built America ?—Private Enterprise. 

Yours very truly, 
GEORGE L. Burns, President. 
JULY 11, 1955. 
Hon. Rosert 8S. Kerr, 
Subcommittee Chairman, 
Senate Public Works Committee, 
Washington, D. C. 

DeAR SENATOR Kerr: I believe that all of us will agree that the conclusions 
reached. in the course of the hearings of the Senate Public Works Committee, of 
which you are subcommittee chairman, on the Niagara Mohawk power redevelop- 
ment bills will affect very significantly for many decades to come the lives of the 
citizens of our State. 

I am rather well acquainted with the philosophy and the operation of the Ni- 
agara Mohawk Power Corp. I know that the executive officers of this corpo- 
ration are high-minded, public-spirited gentlemen of integrity. They command 
the respect and trust of the citizens of our area. I would have no qualms or 
fears about our entrusting to them, along with the other private power com- 
panies with which they cooperate, the future development of the Niagara water- 
ways. 

While I acknowledge freely that there are times and circumstances when 
Federal and State projects are absolutely necessary to promote the common 
welfare, my study of the facts of this situation leads me to the conclusion that 
it is highly desirable that the development of the Niagara waterways remain 
with Niagara Mohawk Power Corp. and the associated companies. 

Sincerely yours, 


(Rev.) Puitie E. Dogson, S. J. 


JULY 11, 1955. 
Senator Roperr S. Kerr, 


Subcommittee Chairman, 
Senate Public Works Committee, 
Washington, D. C.: 

As a representative of one Niagara frontier industry, I submit my conviction 
that private development of the Niagara River power resources will serve best 
the people and industry of the area as well as the economic progress of the 
country. 


W. C. How ett, 
General Manager, O-Cel-O Division of General Mills, Inc. 


JUNE 8, 1955. 
Senator Rosert 8S. Kerr, 


Senate Office Building, Washington, D. C. 


My Dear SENATOR: I have been informed that the Senate Public Works Com- 
mittee will hold hearings on the Niagara power-redevelopment bills starting 


July 18, and would like to go on record that I favor private ownership in develop- 
ment of Niagara power. 
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oe 


Understand that the Hoover Commission's report recommends private utilities 
be allowed to build electric power facilities, and I am in favor of that part of 
the report because it has been my experience that private industry will do a 
better job and a quicker job and furnish power to the consumer at a lower rate 
than if handled by the Federal Government or the State of New York. 

If handled by the Federal Government or the State of New York it becomes, 
generally speaking, a political issue and politically owned utilities have excessive 
overhead and produce no revenue in taxes, etc., to the various State or Federal 
subdivisions. 

For years power in this area has been furnished by the Niagara Mohawk 
Power Co. and its predecessors. The rates are low, the service is excellent, and 
the expenses are at a minimum. In addition, the Niagara Mohawk Power Co. is 
one of the largest taxpayers in this area. 

Thanking you, I am, 

Yours very truly, 
A. LOWNIE. 


Burra.o, N. Y., July 11, 1955. 
Hon. Rorert S. Kerr, 


Senate Office Building, Washington, D. C. 

DEAR SENATOR: As a citizen of the Niagara frontier I see no justification for 
development of further power facilities by the New York State Power Authority. 

The Niagara-Mohawk and its previous corporations and individuals have done 
an outstanding job in serving this area since the beginning of electricity. 

Rates are low, service is adequate, and they have performed a service which 
does not need to be torn down, supplemented, or replaced. 

Cordially yours, 
Horace A. LANEY 


Arrow TANK Co., INC., 
Buffalo 15, N. Y., July 11, 1955. 
Senator DENNIS CHAVEZ, 

Chairman, Senate Public Works Committee, 

United States Senate, Washington, D. C. 


Dear Sir: The issue of private enterprise by the Niagara Mohawk Power 
Corp. against Federal development of Niagara power by New York State Power 
Authority is one that is very keen to me personally. 

There seems to be an existing trend for small business and large business as 
well to use the Government to subsidize their own operations. Before this 
subsidization was so popular, every business had to plan its own growth, plan 
its own finances, and then make a go of it or else fail. The businesses that 
succeeded were headed by men who knew the business thoroughly and who had 
no office hours or time limits or lengthy vacation periods. These men knew what 
work was and they loved working and seeing the fruits of their accomplishments. 

The pride in a privately owned accomplishment can never be equaled in a 
Government project for a Government project is unending and it will exist 
without a president or without a manager and even without efficiency. 

While attending a local high school, we visited a Niagara Falls powerplant 
and were shown the turbines and their operation. We were also shown minia- 
ture models of Niagara Falls and their proposed weir construction that the 
power company wanted to make in order to conserve the beauty of the falls by 
diverting the water so that it would be evenly spread over the precipice. We 
were also shown how much more water could be diverted for additional power 
without injuring the beauty of the cataract. 

We want to go on record as stating that we thoroughly agree that the Niagara 
Mohawk Power Corp. be allowed to develop the falls privately for they definitely 
know what they are doing and they know also how to conserve the beauty of 
this wonderful Niagara frontier attraction. 

Cordially yours, 
ARTHUR P. PreIL, President. 
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Fiseus MACHINERY Co., 
Buffalo, N. Y., July 11, 1955. 
Senator Rosperr 8S. Kerr, 
Subcommittee Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 

Dear Str: This is in regard to the proposed hearings on the Niagara re- 
development bills starting July 13. 

Because of the importance of the issue, both locally and in principle, I sin- 
cerely urge you to give favorable consideration to the Hoover Commission report 
recommending that private utilities build the electric power facilities and be per- 
mitted to market that power through their own systems. There is no justifica- 
tion, in my mind, for development of Niagara power by the New York State 
Power Authority. 

Your attention to in consideration of this request will be appreciated. 

Yours very truly, 
J. R. Fiseus. 


Burra.o, N. Y., July 8, 1955. 
Senator Ropert S. Kerr, 
Subcommittee Chairman, Senate Public Works Commission, 
The Capitol, Washington, D. C.: 

We have two large plants located on Niagara River, 1 in Buffalo and 1 in 
Tonawanda, N. Y. We sincerely hope that private utilities be allowed to build 
the electric power facilities for Federal dams and also permitted to market that 
power through their own systems. 

GRAVEL Propucts CorpP., 
E. M. HamMmonp, President. 


WESTINGHOUSE ELEcTRIC CorP., 
Buffalo, N. Y., July 8, 1955. 
Niagara power redevelopment hearing, Senate Public Works Subcommittee. 
Hon. Rosert S. Kerr, 
Senator from Oklahoma, 
Senate Public Works Committee, 
Washington, D. C. 

Sir: As a private citizen long interested in supplying electrical machinery to 
both private and public groups who generate electric power, I am very much 
interested in your hearings on the Niagara power redevelopment bills which 
start July 18. 

The case of power at Niagara Falls is clearly defined as a single-purpose 
project. There is no question of flood control, navigation, etc., but its only 
purpose is to generate electricity. This is the field where private industry has 
always operated in line with our American heritage of free enterprise and at the 
same time strictly under the control of the public service commission. History 
has shown that when taxation and interest on the investment are properly 
accounted for, private industry has always operated more efficiently and eco- 
nomically than public power. When this is coupled with the intelligent control 
which has historically been provided by the New York State Public Service 
Commission, then it is quite evident that the electric-power-using public of New 
York State will be favored with the lowest possible rates and the best possible 
service. 

I hope your committee will recommend that Niagara power will be developed 
by private industry. 

Very truly yours, 
H. P. Vina, 
Manager, New York State District. 


3UFFALO SAVINGS BANK, 
Buffalo, N. Y., July 8, 1955. 
Hon. Ropert S. Kerr, 
Subcommittee Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 

My Dear SENATOR: The development of electric power facilities in the Niagara 
Falls area by private enterprise has been an outstanding accomplishment. The 
efficiency of operation and low power rates that we now enjoy could not be 
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duplicated by either Federal or State authorities and you are respectfully urged 
to leave future development of the area in the hands of those who, for the past 
70 years, have invested their capital and paid taxes to make the Niagara Falls 
power synonymous with operation in the public interest. 

Industry, labor, municipalities, and civic organizations are on record as favor- 
ing private development of our waterpower and we join with them in soliciting 
your support. 

Sincerely yours, 
Bryant GLenny, President. 


JULY 8, 1955. 


Hon. Roserr S. Kerr, 
United States Senate, Washington, D. C. 

My Dear SenATOoR Kerr: It would appear from the records that private power 
development has been well handled without exception and, therefore, 1 would 
like to urge that members of the Senate Public Works Committee proceed with 
the Niagara power redevelopment program on a private basis rather than having 
this project completed by the New York State Power Authority. 

Most of the people in New York State have already given evidence that they 
prefer private development. In the 83d Congress the New York delegation in 
the House voted 32 to 9 in favor of private development—and they were all 
reelected to this 84th group. The State association of towns 493 to 7 for 
private development. Private development also is favored by the New York 
State Federation of Labor, plus many farm and civie groups. 

Niagara is strictly a power issue with no flood control or reclamation involved, 
and I would strongly urge that we keep it on a private basis. 

Very truly yours, 
Frep H. Wuirte. 


THE BuFFALo StAg Co., INc., 
Buffalo 3, N. Y., July 7, 1955. 
Hon. Roserr 8S. Kerr, 
Chairman, Senate Public Works Subcommittee, 
The United States Senate, Washington, D. C. 


My Dear Senator: This company is a user of electric power for the purpose 
of producing mineral aggregates at approximately a dozen locations in western 
New York. We purchase the power from the Niagara-Mohawk Power Corp. and 
have had satisfactory relations for many years. We are concerned about the 
method to be employed in developing more power in this area from the waters 
of the Niagara River and we can see no good reason for the State of New York 
or the Federal Government to engage in that development. The Niagara-Mohawk 
Power Corp. & Associates have, I understand, made a proposal to make this 
development with private funds and, in view of their long record of satisfactory 
service to the consumers, there is nothing that would warrant any other decision 
but to let them make this development. 

As a user of power, we feel that we have ample protection in the fact that 
the rates charged must be approved by a public body, and we feel strongly that 
we will receive the best service and price consistent with it from private develop- 
ment, especially in the hands of the present operators. I, therefore, respectfully 
ask that you lend your efforts to the development of this source of power by the 
private interests. 

Very truly yours, 
H. N. Snyper, President. 


OrcHARD Park, N. Y., July 8, 1955. 
Re Niagara power redevelopment bill 
Senator DENNIS CHAVEZ, 
Chairman, Senate Public Works Committee, 
Albany, N. Y. 

DeEAR SENATOR CHAVEZ: Living in an area affected very seriously by any such 
legislation, I am deeply concerned over the prolonged argument about Govern- 
ment versus private power development on the Niagara. I see no substance to 
the argument that since water is a natural resource, it should be developed by 
public power agencies. After all, if water is a natural resource, by the same 
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reasoning Government bodies should control and develop other natural resources, 
such as coal, iron ore, copper, lead, clay, ad infinitum. 

Furthermore, it seems totally unfair for the taxpayers in one section of the 
country to be paying for Government development of resources from which they 
could not possibly receive any benefit; in other words, why should my tax pay- 
ments go in part to the development of irrigation in California, ete. 

Aside from this, the Niagara development problem is entirely a power issue 
and does not involve the more difficult problems of flood control or reclamation. 

For these reasons, I am strongly in favor of leaving the Niagara power develop- 
ment entirely in the hands of private business. The private utilities in our area 
have for years done an extremely commendable job and I certainly think they 
have every means of doing so in the future. 

Respectfully yours, 
XpDWARD C. Roru. 


JULY 8, 1955. 
Senator DENNIs CHAVEZ, 
Chairman, Senate Public Works Committee, 
Washington, D. C. 

My Dear SENATOR CHAVEZ: I understand the Senate Public Works Subcommit- 
tee is holding hearings on the Niagara power redevelopment bills commencing 
July 13, 1955. I sincerely trust the hearing may be complete and unbiased. 

We in the Niagara Frontier have always enjoyed unlimited and efficient power 
and at very reasonable cost. I can assure you the power company is most 
economically managed giving the stockholders a return on their investment and 
paying handsomely in taxes wherever they may be located. 

From my observations in various sections of the country there is no com- 
parison between public utilities privately owned and those publicly owned. 
Those publicly owned so often are not served in the best interest of the public. 

I sincerely trust you may use your good influence so that we may continue 
to be served by private interests; particularly as there is no flood control or 
reclamation involved. 

Sincerely yours, 
R. S. McMANNws STEEL ConstRucTION Co., INc., 
Avery J. Pratt, President. 


Hon. DENNIS CHAVEZ, 
United States Senator, New Mezico, 
Chairman, Senate Public Works Committee, 
Washington, D. C. 

Dear SENATOR CHAVEZ: It is my understanding that the Interior and Insular 
Affairs Committee of the United States Senate will vote shortly on S. 1333, a bill 
to authorize a high dam at Hells Canyon as a half billion dollar Federal project 
and forestall the Snake River development proposed by the Idaho Power Co. 

I have been advised that the Federal Hells Canyon project will ultimately 
cost the taxpayers of New York State $68,656,825 according to a recent study by 
the Council of State Chambers of Commerce. 

This seems to me to be wholly objectionable as I see no reason why the tax- 
payers of New York State should be forced to subsidize a wholly unnecessary 
Federal power project when an American business enterprise has stated its 
willingness to provide this river development without cost to the taxpayers. 

This and other Federal power bills I am heartily against. 

I sincerely trust that you may deem it fit to take a firm stand against these 
measures. 

Yours very truly, 


Epwarp P. LuPFER. 
Senator Kerr. Before we adjourn, the committee has been requested 
by Mr. H. A. Spalinski to include his statement in the record, as he 
cannot return this afternoon. 
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(The above-mentioned document is as follows :) 


OPPOSITION WITNESS 
FEDERAL GOVERN MENT OR STATE DEVELOPMENT OF HYDROELECTRIC POWER 
By H. A. Spalinski, consulting engineer, Washington, D. C 


Mr. Chairman, and members of the committee, it is my privilege and honor 
to appear before this honorable committee today to represent the two corpo 
rations. 

Identifying myself, I am H. A. Spalinski, consulting engineer, and the presi 
dent of the United States Engineering Corp., of Trenton, N. J., and Washington, 
D. C., and the Public Power & Water Corp., of Trenton, N. J My legal residence 
is 201 William Street, Trenton, N. J. 

It is my privilege and honor to appear before this honorable Committee on 
Public Works. 

The experience which qualifies me to speak on the various aspects of this 
matter are a technical education in engineering, University of Leipzig, Germany ; 
I actively traveled the territory of northern New York State, becoming familiar 
with various sites of potential waterpower, including those at Massena, N. \ 
and Niagara Falls, N. Y., and Niagara Falls, Ontario, Canada 

Mr. Chairman, if you please, it is my privilege to appear before this honorable 
committee today and to offer a lend-lease to the peop e of this United States by 
the two corporations I represent, which will be a savings to the American tax 
payers of $205 million on the St. Lawrence toli-free seaway and hydroelectri 
power project. And the Delaware River navigation project 

And, also, on water supply for New York State, New Jersey, and Pennsylvania 
the following report has been compiled with the view to proposing a plan to 
utilize the waters from the St. Lawrence River into the Delaware River, fo 
providing an ample water supply for New York City consumption of water in 
1980 of 2,750 million gallons per day: for New Jersey in 1980, 1,200 million gal- 
lons per day; for Philadelphia and Pennsylvania in 1980, 1,400 million gallons 
pe day. The proposed project is by the United States Engineering Corp., a tax 
paying enterprise. 

Mr. Chairman, if you please, Public Power & Water Corp., a New Jersey 
corporation, incorporated for specific purposes, to finance, construct, and operate 
a toll-free seaway with 3 locks SO feet wide, SOO feet long, and 30 feet navigable 
depth in the International Rapids section of the St. Lawrence River, on the 
United States side of the boundary. 

The proposed toll-free seaway and hydroelectric power project involving over 
$305 million will be financed and constructed and operated by the above corpora 
tion for the interest of the United States and world toll-free commerce, for the 
national defense, and to be controlled by the United States. 

Within the treaties between the United States and Great Britain, treaties of 
1871, article XX VI of the toll-free commerce to the citizens of the United States 
shall forever remain free and open for the purposes of commerce to the citizens 
of the United States. 

Also, this provision confers perpetual navigation rights upon the citizens of 
the United States for the purposes of commerce eastward in the St. Lawrence 
River, from the point where the river enters Canadian territory to the sea. 

The Public Power & Water Corp. will construct a toll-free seaway for the 
privilege to construct and operate the hydroelectric power project for the interest 
of all the American people, the energy developed by water of the International 
Rapids section of the St. Lawrence River. 

The low cost of hydroelectric power to be wholesaled on the bus bar without 
discrimination or monopoly, allocation of power as follows: 

1. Allocation of hydroelectric energy to farmers of New York State, to co 
operative’s users of electric energy, to publicly owned systems. 

2. Allocation of hydroelectric power to farmers of New England States, to 
cooperative’s users of electric energy, to publicly owned systems. 

3. Allocation of power to farmers of New Jersey State, to cooperative’s users 
of electric energy, to publicly owned systems. 

4. Allocation of power to farmers in Pennsylvania, to cooperative’s users of 
electric energy, to publicly owned systems. 

The electric power to be wholesaled on the bus bar for 4—5 mills per kilowatt- 
hours. The balance of energy will be sold to privately operating electric power 
companies. 
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The Public Power & Water Corp. is a taxpaying enterprise and will pay to 
States and the Federal Government income taxes per year $10 million. 

Mr. Chairman, if you please, let us look into the records as to how this New 
York State Power Authority. has been created and by whom. Mr. Leland Olds, 
former editor of the Daily Worker, former Chairman of the Federal Power 
Commission. In 1949 the Senate of the United States declined to renominate 
Mr. Olds to the Federal Power Commission. Mr. Olds declined to the Senate of 
the United States to disassociate himself from his communistic past associations. 
No. 2, Mr. Robert Moses, presently chairman of the New York State Power 
Authority, a socialistic dictator of the State of New York, now monopolizing 
the power of the St. Lawrence River and has entered into a contract with the 
Aluminum Company of America on a long-term contract to sell the power for 
4.2 mills and to deprive the farmers cooperative of the State of New York, New 
England States, New Jersey, and Pennsylvania. The Federal Power Commis- 
sion under the influence of Mr. Olds, former Chairman of that Commission, 
influenced the Federal Power Commission to issue the license to the New York 
Power Authority. Hon. Herbert Brownell, Jr., Attorney General of the United 
States, bribed the Assistant General Counsel, Mr. Willard W. Gatchell, in 
order to obtain a license for the socialistic authority of the State of New York. 
Mr. Thomas E. Dewey, former Governor of the State of New York, influenced 
Mr. Gatchell by offering and supporting Mr. Gatchell for the chairmanship of 
the Federal Power Commission, and this was all done with the knowledge 
of the executive department of the United States Government. Mr. Dewey made 
a secret agreement in conjunction with the socialistic State of Canada to deprive 
the American citizens of their rights and sovereignty of the St. Lawrence River. 

Mr. Chairman, I respectfully request your committee and the Senate as a 
whole to make a thorough investigation of those irresponsible citizens who have 
betrayed the Government and the people of the United States for their selfish 
purposes. 

We hope and we pray that the Constitution is still in force and the Senate 
and the Congress of the United States is empowered by the constituents of the 
United States to protect and defend the Constitution and the land of the people 
of the United States and those irresponsible traders should be punished accord- 
ing to the law of the land. This investigation should be initiated immediately 
regardless of the party or the Cabinet rank that is involved in this unpleasant 
situation that the American people must confront itself and demand of the 
Congress of the United States to put its house in order. 

Respectfully yours, 


Pusiic Power & WATER CorpP., 
H. A. SPALINSKI, President. 


EXCHANGE OF LETTERS REGARDING CONSTRUCTION PLANS FOR THE St. LAWRENCE 
SEAWAY 


UNITED STATES EMBASSY, 
Ottawa, Canada, February 21, 1955. 
Hon. L. B. PEARSON, 

Secretary of State for External Affairs, Ottawa. 


Dear Mr. Pearson: I refer to conversations which were held recently between 
yourself, Mr. Hove, and Ambassador Heeney and, on our side, Mr. Wilson, Mr. 
Anderson, and myself, on our respective plans for St. Lawrence seaway 
construction. 

In the light of these conversations, and of the exchange of notes of August 
1954, we understand that the Canadian Government under present conditions 
will not construct navigation facilities which bypass the power dams in the 
Cornwall-Barnhart Island areas. It is further understood that while the Cana- 
dian Government intends to acquire land now in that vicinity to provide such 
facilities at some future date, such construction will not be initiated until after 
discussion between the two Governments. 

The United States Government had, as you know, a statutory obligation under 
Public Law 358, 83d Congress, to construct facilities for 27-foot navigation in 
the vicinity of Point Rockway, N. Y., opposite Iroquois, Ontario. However, 
since the Canadian Government has awarded a contract for construction of 
27-foot navigation at Iroquois, we will seek congressional action at an appro- 
priate time to be relieved of this statutory obligation for such construction and, 
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thereafter, will not initiate such construction until after discussions between 
the two Governments. 

Under these arrangements the Canadian canal and lock at Iroquois will be 
the exclusive means for navigation to bypass the power project control dam 
at that point. Similarly, the Long Sault Canal, with two locks near Massena, 
N. Y., to be constructed by the United States, will be the exclusive means for 
navigation to bypass the dams in the Cornwall-Barnhart Island area. 

These arrangements eliminate uneconomical duplication of navigation facil- 
ities for 27-foot or lesser draft on opposite sides of the St. Lawrence River to 
bypass the power and control dams in the International Rapids section, and 
retain the development on a joint basis of this common undertaking of our two 
countries, consistent with the principles of St. Lawrence seaway legislation of 
both countries. 

I would appreciate your confirming that this letter represents the views 
expressed in our meetings. 

Respectfully yours, 
R. DOUGLAS STUART. 


THE SECRETARY OF STATE FOR EXTERNAL AFFAIRS, CANADA, 
Ottawa, February 22, 1955 
His Excellency R. DouGLas Stuart, 
Ambassador of the United States of America, 
Ottawa. 

My Dear AMBASSADOR: In reply to your letter of February 21, 1955, on our 
respective plans for the construction of the St. Lawrence seaway, I wish to 
confirm that your letter represents the views expressed in our meetings. 

Yours sincerely, 
L. B. PEARSON. 


ee 


The Canadian Government: on February 3, 1955, a bid was accepted by the 
St. Lawrence Authority, Ottawa, for construction of a canal and 1 lock at Iroquois, 
Ontario, 27-foot navigation channel, estimated cost is $6,400,000. 

Mr. Chairman, if you please, the Iroquois lock and channel at the cost of 
36,400,000 will control the United States sovereignty and American free vom- 
merce, and the United States national defense, by the Canadian, a socialistic 
form of government. 

On March 25, 1955, a press release (AP) from Washington, D. C.: “Canada 
and the United States began today a study of tolls to be charged after the 
St. Lawrence seaway is opened to shipping in the spring of 1958. The two Gov- 
ernments announced the appointment of committees to explore the subject. The 
waterway charges will be used to pay the cost of the navigational facilities in 
the $285 million project.” 

On May 13, 1954, the Congress of the United States under Public Law 358, 
83d Congress, 2d session (68 Stats. 92 and 93). The Congress authorized in 
this bill the Treasury of the United States to purchase the bonds and stocks 
from the St. Lawrence Seaway Corporation, a Government corporation. The 
authorization of nonguaranty bonds and stocks of $105 million. 

If the Congress of the United States rescinds Public Law 358, 83d Congress, 
Canada will have full control of the United States free commerce at a cost of 
$6,400,000 and will charge tolls on American commerce on a projected rate of 
$285 million. 

Respectfully submitted. 

Pusric Power & WATER CorpP., 
H. A. Sparinskti, President. 


Senator Kerr. We will now recess until 2:30 this afternoon, at 
which time we will hear Congressman Miller, following which we will 
hear the witnesses in the order of their appearances. 

(Thereupon, at 1:25 p. m., the committee was adjourned, ‘o re- 
convene at 2: 30 p. m., the same date and place.) 
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AFTERNOON SESSION 


Senator Kerr. Congressman Miller? 

Representative Miter. Right here, Senator. 
I £ ’ 

Senator Kerr. You may proceed. 


STATEMENT OF HON. WILLIAM E. MILLER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Representative Miuuer. First, if I may, I would like to introduce 
for incorporation into the record, a statement submitted by my dis- 
tinguished colleague, Mr. George Dondero, of Michigan, who is the 
ranking member of the House Committee on Public Works, who is 
now busily engaged in the roads bill, as you probably know, and asks 
if I would submit this statement for him. 

Senator Kerr. Very well. 

(The statement of Representative Dondero follows :) 


STATEMENT OF GrorcGE A. DonNpERO, MEMBER OF CONGRESS, ON LEGISLATION 
RELATIVE TO REDEVELOPMENT OF NIAGARA RIVER 


Mr. Chairman, it is my privilege to appear before this subcommittee today in 
support of S. 6, a bill to authorize the Federal Power Commission to grant an 
appropriate license to the taxpaying, free enterprise electric utilities of New York 
State for purposes of developing additional waterpower of the Niagara River 
under the terms of the treaty of 1950 between the Governments of the United 
States and Canada. Redevelopment by private utilities would be made under 
the supervision and strict scrutiny of both the Federal Power Commission and 
the New York Public Service Commission. 

Every hour and every minute that passes while the mighty river roars over 
Niagara Falls, while still only partly harnessed, is an irretrievable loss to the 
wealth of the Nation. The actual annual value of more than $60 million in elec- 
tric pewer means that we are losing this uncaptured national wealth at the rate 
of more than a million dollars a week. It is now just about 2 years since the 
House, by a decisively large vote, reflected the temper of the Nation, and of the 
people of the State of New York, when the clear-cut issue of private versus State- 
public operation was up for a recorded decision. Nothing has happened since 
then to alter the attitude of the House. 

The onus for this 2-year, $120 million waste must be placed where it belongs, 
on the handful of those who believe in national socialism and have been success- 
ful in stalling constructive action. 

Two approaches have been suggested by those who would have a State agency 
develop this power. One, proposed by Senator Lehman in S. 1823, would have 
Congress turn over the development of this project to the New York State Power 
Authority with specific authorization to carry out that development in a most 
arbitrary manner. That agency would be directed to carry the power to so-called 
preference customers under the terms of the Flood Control Act of 1944 to the 
exclusion of those citizens in the immediate area who do not fall into the prefer- 
ence status. 

Historically, it is relevant to point to the fact that on the only occasion this 
preference clause was submitted to the House as a separate legislative matter— 
in the Rivers and Harbors bill of 1944—it was very decisively defeated. Later 
the House perforce accepted it in a package deal conference report in the Flood 
Control Act of 1944 after the section, having been omitted in the House lan- 
guage, had been inserted on the Senate side by a close vote margin. I am of the 
opinion that the House would again reject a preference provision such as this 
if the opportunity should arise. 

Nobody has been able to explain to me how the widest possible use of electric 
power can be had by restriction of priority to 20 percent of the taxpaying public 
at the expense of the remaining 80 percent. The widest possible use under this 
clause could be obtained only by universal socialization of the electric industry— 
an objective that is piously denied. Yet preference was the legal lever by which 
the private systems in the Tennessee Valley were forced into nontaxpaying 
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public ownership. In New York State 95 percent of the electric customers are 
paying their light bills to tax-paying private systems. Is the preference clause 
inserted to force these companies toward the fate of the Tennessee private 
companies? 

Still another plan is sponsored by the New York State Power Authority 
which would have the Congress turn this matter over to the Federal Power 
Commission. This proposal would direct the Federal Power Commission to 
resolve the case on its merits when in fact no such latitude is legally 
mitted the Commission. In reality it would be tantamount to turning over the 
project to a State agency, the New York State Power Authority, by virtue of 
the clause in the Federal Power Act which directs the Commission to give 
preference to public bodies. The Power Authority proposal is a hypocritical 
attempt to bypass a direct congressional mandate to give it jurisdiction 

The Senate could have speHed out this procedure in ratifying the Canadian 
treaty August 5, 1950. But it did not choose to do so. Hence, it may be as 
sumed that it purposely reserved to Congress the decision which now would be 
passed on to the Commission. 

The second plan, endorsed by Mr. Robert Moses, chairman of the New York 
State Power Authority, and, please note, at odds with the Governor of the State 
of New York who endorses the Lehman bill, would also bring this power project 
under the control of that State agency. 

The proponents of the free enterprise proposal have been subjected to abusive 
criticism by Mr. Moses since they have not been deceived by this grandiose State 
scheme and call it just as much as socialistic undertaking as if the Federal Gov 
ernment should construct this project. Apparently, they are correct in their 
analysis since Mr. Norman Thomas on January 7, 1955, in a newspaper column 
in the Newark Star Ledger, undertook to correct Mr. Moses’ denial of the charge 
when Mr. Thomas pointed out: 

“The advocacy of public power does not itself make a Socialist, or the prac 
tice of it constitute a full program of socialism. But, of course, the principle 
behind public development of power is socialistic, and it is rather childish to 
deny it.” 

We have then to choose between an all-powerful State development and 
regulated private development. I advocate the latter as embodied in S. 6, and 
I am confident that people and their representatives in the final analysis will 
endorse the same if given an opportunity to express themselves. That there is 
overwhelming support in New York State for this approach is evidenced by the 
statewide reaction from groups representing all segments of the people—farmers, 
civie groups, labor, and municipalities. 

Representative Mitier. Before I start on my statement, I would 
like to, if I may, bring up two points. 

You will remember 2 years ago, Senator, when Governor Dewey 
came down here to testify, and you will remember, Senator, that in 
prefacing his remarks to the committee he turned to you and said 
And Senator Kerr, I am very grateful to you for having introduced the Mark 
ham’s Ferry bill, which I consider to be on all fours with the State of New York 
bill, and it is a good precedent for my position here, today. 

Now, of course, before I had an opportunity to testify, which was 
then the following year, if you will remember, Senator, because you 
closed the hearings at that time and it was toward the end of the 
session—there came up in the House, after the Senate had passed the 
Markham’s Ferry bill, the Markham’s Ferry bill. It came up on the 
Consent Calendar which is the only way it could be passed with the 
short time remaining. 

With my very good friends and colleagues, Congressman Tom Steed 
and Congressman Car] Elliott, I agreed that I would not object in the 
House to the passage of that bill. I wanted to make it clear before I 

é é é é , and that my failure to 
failed to object, that that was not a precedent, and that my failure t 
object would not be any admission on my part that the Markham’s 
Ferry bill was a precedent, as Governor Dewey said, for the New York 
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situation. They agreed with me that I could come over and see you, 
at that time, in the Senate, and explain my position to you and tell 
you that I thought they were not comparable at all, because the Mark- 
1am’s Ferry installation was constructed, as I recollected, with WPA 
funds, in the original instance, and that it was a multiple-purpose 
proposition, that the Federal Government was then feneens and 
marketing of power at Markham’s Ferry, and that it was the desire, 
intent, and purpose of the Markham’s Ferry bill to transfer that power 
operation from the Federal Government to the State of tome, 
which, of course, is an entirely different situation than we have here 
in Niagara where there is no installation at all, now, Federal, State, or 
private, and that this legislation applies only to a new, and a brandnew 
development, of additional diversion of water, in extension of facilities 
already there. 

Unfortunately—and I was very sorry to hear it—when we went on 
the Senate side, Senator, I believe that was at the very time when your 
mother died and you were home, as I recollect it, so I was unable to 
see you, but I wanted vou to know that that did occur and that that 
situation, as I stated, today, because I realized and it was my opinion 
that all the folks in Oklahoma were for the bill which you had intro- 
duced and that I thought the folks in Oklahoma, if they thought it 
was a good thing for them, I was for it, and I did not object to the 
bill in the House. 

Senator Kerr. I express my appreciation to you and thank you 
for that statement and for what you did, and say to you quite frankly 
that from the knowledge I have of both situations, I concur that there 
are many points of difference. 

Representative Miter. Thank you, sir. 

Now, there is just one other point which I would like to clear up, 
Senator, in regard to a statement which was made while I was here 
this morning, and that was a statement to the effect—referring once 
again to Governor Dewey’s statement—that Governor Dewey had come 
down here and contended that the Congress would not have any right 
to pass any legislation which would pass this over to utilities and 
which would give the State of New York, as such, to develop this 
installation. Was that not in substance what was said this morning? 

Senator Kerr. I believe it is very close to it. It may be that 
what I intended might be more clearly stated and that was, as I 
understood Governor Dewey’s position, it was this: that the State 
of New York had a vested interest in the waters of the Niagara 
River; that they wanted the opportunity to utilize those waters in 
the development of the State-owned power project; that if the Con- 
gress passed legislation which would have for its purpose the pre- 
vention of that act on the part of the State of New York, he would 
feel dutybound to contest that in the courts and let them decide 
whether or not New York State did have a right which had been 
taken from them, if such legislation were passed and then held valid. 

Representative Mitier. Senator, in the printed hearings, the Green 


Book, on page 17, at the bottom of the page, in Governor Dewey’s 
testimony, here is what he said: 





In other words, by law, by the resolution and the action of both parties, 
all governors and all Presidents for 30 years, the waterpower with which 
you are dealing is the property of the people of the State of New York, in- 
alienably. I do not deny the power of the Congress, because this is an inter- 
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national boundary and a navigable stream, to take this water away from the 
people if they wish to ignore the expressed will of the people through their 
vovernors, their legislatures, and their Presidents for 30 years, but I would 
cravely challenge the wisdom of it, and its fairness. 

In other words, it is as it was referred to this morning, and it is 
unfortunate, Senator, but this project is in my district and it more 
strictly affects my people than any other group of people in America, 
and, as a consequence, this is of vital importance to me, and it will 
be necessary for me to refer to permits, from time to time. 

It is Mr. Moses, who is not a lawyer, who made the statement 
before this committee that if the Congress passed this legislation 
giving the project to private enterprise, it would be contested in the 
courts. Now, of course, that is ridiculous, because if 

Senator Kerr. Are you familiar with the continuation of the Gov 
ernor’s statement / 

Representative Mutter. I am. 

Senator Kerr. He goes on to say— 

I should like to make it very clear that I do not challenge that the Congress 
would have the right by law to take from the people of New York their 
waterpower, but I would challenge the wisdom and I would question possibly 
the constitutionality of singling 1 State out of the 48 States for such dis- 
criminatory treatment and then subjecting them to a special and different 
treatment than that accorded to the other 47 States. 

Representative Mitier. That is true. 

According to the Constitution of the United States, in my judg- 
ment, at least, there is no question of the authority of the Federal 
Government in the navigable streams of this country and to deter- 
mine who develops the hydro projects in those streams. 

If the State of New York has the inalienable right to do it, why 
do they have to come to the Federal Power Commission for a license, 
which is only a Commission established by Congress. It could not 
have any more authority than we have given it. 

Senator Kerr. Citizens have inalienable rights under the Consti- 
tution, but the application of them, and the determination of their 
effectiveness and enjoyment are constantly matters of litigation, and 
the courts are set up not as something to create a doubt as to whether 
or not those rights are violated. 

tepresentative Mitier. That is true, Senator, but the courts have 
held repeatedly that the authority rests in the Congress of the United 
States to determine who shall be granted licenses to develop hydro 
projects in the navigable streams of this country and as a matter of 
fact, that is the very basis upon which the Federal Power Commission 
was established by act of Congress and, of course, that Commission 
could not have any more power than the Congress which created it. 
The courts have repeatedly held, in the Roanoke Rapids case and 
other cases that no State law can supersede the right of Congress to 
determine who shall develop, because then the 48 States all pass laws 
that only the States shall develop water resources within those States 
and the Congress would have no alternative left to authorize State 
projects or no projects. We would have no authority at all. 

Now, to get to my prepared statement, if I may. 

Since I coms testified in this matter in both the 82d and 83d Con- 
gresses, many members of the committee know, I am sure, that the 
Niagara project site is in my district. 
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Indeed, I have been elected and reelected to each of these Congresses 
by increasing majorities on this very issue of whether the project shall 
be constructed by Government or by private enterprise. 

I hope that none of you in your congressional careers will ever have 
to fight as long or as bitterly for a cause or a result which is earnestly 
desired by the people you represent, and so important, in their think- 
ing, to their prosperity and well-being. 

In the hearings before the House Public Works Committee last 
month, the Corps of Engineers presented evidence as to how the people 
of my district, almost to a man, united in opposition to the open canal 
waterways which Federal or State public agencies might have con- 
structed. 

The Corps of Engineers concluded that local public opinion was 
such as to justify, in the public interest, the expenditure in the corps’ 
estimates of an additional $50 million. I can testify that the emotions 
and sentiments of those same people are no different on the question 
of whether the project shall be owned and operated by a public agency, 
Federal or State, or private enterprise. 

You will authorize a public project here only by ignoring the wishes 
of the people who are most directly conc erned, telling them that they 
do not know what is good for them, and dictating to y them what you, 
contrary to their knowledge, think is in their best interests. 

You, who represent people in many other States, will require your 
constituents to subsidize my constituents, although iny constituents 
desire no tax subsidies, and the tax burdens of your constituents are 
already enormous. 

In previous Congresses the records of thew hearings were filled with 
wild statements of public-power sponsors as to the geographic extent 
of the benefits of this projyect—and it is all in the record. 

Power from Niagara was to reduce rates in New England and in 
extensive areas reaching throughout Pennsylvania and Ohio. Now, 
however, since the St. Lawrence project is becoming an actuality, as 
a public development, and public officials concerned with it, and other 
politicians, must put up or shut up, we learn the truth. 

Neither St. Lawrence power nor Niagara power will reach even 
New York City, where you have been told time and again Niagara 
tax-subsidized power is so sorely needed to reduce rates. 

As a matter of fact, by the time you wheel it from the St. Lawrence 
to New York City, or Niagara, steam power is cheaper. 

The Power Authority of the State of New Y ae 1as publicly stated 
that geogr aphy makes it uneconomic for St. Lawrence power to reach 
New York C ity, and Niagara is even further away. The power au- 
thority has also publicly stated recently, and I quote: 

Western New York State will form the principal market area for power from 
the Niagara redevelopment. 

Accordingly, there is no longer any question as to who are the 
people most concerned here. They are the people of my district and 
the other districts in western New York who will be, by far, the 
largest consumers of Niagara power. 

You need not rely, however, on just my testimony to secure evidence 
of the desires of the people of the market area. You need only look 
for example at the record of the vote on this matter in the House in 
the last Congress. The New York delegation voted 32 to 9 in favor 
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of my bill. Every western upstate New York Congressman, without 
a single exception, voted for it, and what is more, ever vy Congressman 
in the State who voted for it has been reelected to the 84th Congress. 

But even that is not all the evidence of the desires of the local 
people most concerned. Last: December, the Association of Towns 
in the State of New York voted on this question, to record for you the 
desires of the local governments in this matter of so-called cheap 
power through tax avoidance. Two of the towns voted for a Federal 
development ; 5 of the towns voted for a State development; 493 of 
the towns voted for a development of taxpaying business enterprise. 

Nor do the towns furnish us the only evidence of the desires of 
local governments. The Association of County Supervisors of the 
State of New York, who comprise the governments of the State’s 62 
counties, have adopted a resolution, unanimously, which is in your 
files, in favor of development by private enterprise. 

It would seem that this documentation should have long since 
ended the matter. In fact, that was the view of 261 of my colleagues 
in the House in the last Congress, when the House voted 262 to 120 
in favor of private development. Moreover, very few of this minority 
favored State development, for a motion to substitute the State bill 
for my bill received only 17 favorable votes. 

Unfortunately, however, for the people | represent, who are the 
people most concerned in this project, and a majority of the House, 
that did not end the matter. 

A handful of elected or appointed officials, all removed from the 
local scene and some desirous of expanding their bureaucracies within 
the State, succeeded in their desires to forestall action in the Senate. 
In doing so, they emphasized the expressions of governors of New 
York over the years without telling you in all fairness that all of those 
statements had reference only to the St. Lawrence development. 

Ever since there have been white men on both sides of the St. 
Lawrence there has been a fight as to who would develop and it could 
not be developed by private enterprise because (a) it requires a com- 
pact with the Dominion of Canada and (4) there is a navigation 
feature involved. As a matter of fact, in the St. Lawrence operation 
today there is an item of $100 million for navigation. So quite 
obviously, of course, no utility could make application for St. Law- 
rence. But the power authority law of the State of New York related 
only to the St. Lawrence so as to put the State of New York in a 
position where it could successfully bargain for the right to develop 
that instead of having the Federal Government come in. That was 
the purpose of the Federal Power Authority Act, and from when 
it was written up to 1951, when the Senate ratified the treaty with 
Canada and incorporated in it this reservation that nothing could be 
done until the further act of Congress, only then was the act amended 
to spell out the Niagara. In all the years prior to that the Niagara 
was developed to the legal limit and there was no earthly reason to 
replace private interests in the Niagara. They were doing a good 
job and nobody had any objection to it. The Power Authority Act 
was for the St. Lawrence. 

Niagara was already fully developed, within existing legal limits, 
by pioneering private enterprise, and only the multiple-purpose St. 
Lawrence remained. 
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The fear was not that there would be private development of the 
St. Lawrence, which the private electric companies never sought, but 
Federal development. As a matter of fact, in the New York State 
Constitutional Convention of 1938 a constitutional amendment was 
proposed declaring all of the waterpower resources in the State to be 
vested in the people of the State and to be inalienable, and requiring 
that they be developed by a public agency. The proposal was de- 
bated at great length during which Alfred E. Smith, at the conclusion 
of his argument in support thereof, stated: 

I have fairly covered the situation and I have only this to say in conclusion: 
This is either the policy of the State or it is not. If it is the policy of the 
State, after all the bickering and quarreling that has been had over it for the 
last 31 years, then the right thing to do is to write it into the fundamental law, 
where it will be safe and sound and away from any further legislative bickering 
with it. If it is not the policy of the State, then we do not want to have any- 
thing to say about it and it should not even be in the statute law, not to speak of 
being in the constitution. 

The proposal to write in the constitution that all the water resources 
in New York State belonged to the State was defeated by a substan- 
tial majority of delegates to the State constitutional convention who, 
of course, were elected by the people. 

Furthermore, Senator Lehman has testified before this committee 
that in 1950, when the Senate attached the reservation to the treaty 
with Canada which made this additional development possible, only 
private enterprise was legally authorized to apply for a license. 

How can one reconcile this statement of a true fact—1950—with the 
assertion that the Governors of New York State over the years desired 
the State to make this development ? 

‘ither they were all sound asleep at the switch or their expressions 
of policy had reference only to State development of the power aspect 
of the multiple-purpose St. Lawrence project as against Federal 
development. Obviously, the latter is true. 

Moreover, during all this time—all during the years of Al Smith’s 
administration, Senator Lehman’s administration, President Roose- 
velt’s administration as Governor of New York, Thomas E. Dewey’s 
administration, the utilities have year after year after year been 
developing the resources and developing hydro installations on the 
rivers of New York State, and even only last year they completed one 
on the Rapid River. This 1,200,000 kilowatts of installed capacity 
is small compared to all the kilowatts installed on all the rivers right 
up to last year, and never a question about the fact that the waters 
belonged to the State, or the State had to do it. Asa matter of fact, 
the State consented, in every case where consent was necessary. 

The State law historically has not precluded extension of the private 
development at Niagara. In any event, the action of the Congress 
would be conclusive. The chairman of the power authority has con- 
tested this proposition as has Judge Gutman, the Governor’s counsel. 
Both threaten endless litigation should the private enterpise bill be 
enacted. It is interesting to note, however, that in his testimony 
before this committee, Senator Lehman under questioning by you, 
Senator, freely acknowiedged the right of the Congress, pursuant to 
the treaty reservation, to authorize private as well as_ public 
development. 

The State law continued without relevant change until 1951, when 
the power authority’s enabling legislation was amended. 
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The record of these hearings in the last Congress is replete with 
evidence that the 1951 amendment was adopted, and without a single 
dissenting voice in the State legislature, solely for the purpose of 
forestalling a Federal development. The other day you received a 
telegram to this effect from three members of the State legislature, 
representing the western area of New York, who voted for this very 
amendment which permitted the State of New York to go into the 
Niagara River legally, and they said they voted for it only to forestall 
Federal development and not to defeat a private enterprise proposi- 
tion, if private enterprise had any chance, which they didn’t think 
it did back in 1951. 

In requesting the 1951 amendment, Governor Dewey stated to the 
legislature that “otherwise it would be quite easy for the Federal 

yower monopolists to seize control.” Congressman Sterling Cole of 
ho York, who sponsored a bill for State development in the 82d 
Congress, testified in 1953 in confirmation of what I say, and today 
is supporting the private enterprise bill and did in the last Congress 
and voted for it. 

Senator Ives, who cosponsored, that State bill, characterized it as 
“having served a useful purpose then in that it helped to head off 
Federal development.” 

The factual history of State legislation is, therefore, consonant 
with the overwhelming evidence in the files of the House and Senate 
Public Works Committees from every category of consumer and 
taxpayer in support of development by private enterprise. 

The facts are unchanged since the House voted by better than 2 to 1 
for private development, except that with the withdrawal of all of 
the glamorous promises as to where this power is to go, it is now be- 
yond doubt that the people in the market area whose interests you 
have to weigh have told you, and indeed pleaded with you, as to 
where their best interests lie. 

And while we are on the subject of unfulfilled promises, in these 
hearings you have heard that a primary virtue of the Lehman bill 
is its imposition upon the market area of the Federal type of prefer- 
ence in the distribution of project power. 

Such a provision would subject the people of New York, 95 percent 
of whom are served by investor-owned distribution systems, to: dis- 
crimination. In recognition of such discrimination, the State legis- 
lature, in creating the power authority excluded such preferences from 
the authority’s enabling legislation and expressed a preference only 
for a domestic and rural consumers, as distinguished from industrial 
consumers who get the power but not through any preference clause, 
through any municipality, cooperative, or any other agency. That 
was spelled out in the law and Governor Dewey so testified when he 

came down here and Robert Moses, and the chairman before Robert 
Moses, Mr. Burke. 

Accordingly, the Power Authority of the State of New York would 
have no legal authority to accept a Federal license imposing the so- 

called Federal- -type of preference upon the people of the State. The 
Lehman bill would, therefore, accomplish nothing, if enacted, in its 
present terms, except to foster interminable litigation, because, of 
course, the ¢ ‘ongress couldn’ t pass on toa power authority of the State 
of New York additional powers which it does not have under the 
State law which created it. 
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In this connection you need not rely only upon my statement—you 
have also the statement of no less a personage than Mr. Robert Moses, 
the chairman of the New York Power Authority. He was going 
to be the boss of all this business. You will note that he failed to ap- 
pear before this committee in support of the Lehman bill. I sug- 
gest he did so because the State law which he is sworn to administer 
would require him to oppose the Lehman bill, as he did in the 83d 
Congress, and it is all here in these hearings, where he opposed the 
Lehman bill, the very type of bill that is before you now. 

At that time a substantially similar bill with similar preferences 
was before the Senate Committee on Public Works. 

On March 13, 1954, as your records will show, Mr. Moses testified, 
and I quote: 

* * * the Lehman-Roosevelt bill—S. 2966, 83d Congress * * * provides for a li- 
cense to the New York State Power Authority but with conditions and prefer- 
ences not incorporated in the State law and never approved by our State legis- 
lature. Such legislation by Congress would represent an unwarranted inter- 
ference by the Federal Government in State affairs. 

In the same hearings he submitted a letter dated March 29, 1954, in 
which he said: 

The existing State law governing our authority gives no preference in service 
to public powerplants. We must operate under this law and we do not and 
cannot prefer municipal as against private utility operation, nor could we as a 
practical matter sell our bonds on any such theory. 

Lest there be any doubt that he meant what he said, he said of this 
statement: 

They were written carefully and deliberately and we have little to add and 
nothing to subtract. 

Further, testifying in a letter for the record, dated April 23, 1954, 
Mr. Moses said : 

Ninety-five percent of New York consumers are, at present, served by private 
companies. Our plan assures benefits for these as well as those served with 
publicly owned facilities. This assures benefits for the majority of consumers 
no matter by whom served. Such assurances could not be given if the Congress 
zuthorized private development of Niagara by the five companies or development 
under terms of the Lehman-Roosevelt bill. 

Since that time, Senator, I think you might be interested to know— 
this was not a fact, but it is now. I would just like to give you a 
picture of what Mr. Moses, after making all these statements, actually 
is doing at the St. Lawrence, where he is the boss, now, under the 
New York Power Authority, developing the St. Lawrence. Com- 
pared to the 1,200,000 kilowatts at Niagara, there is about 735,000 in- 
volved in the St. Lawrence. Out of the 735,000, he has now made 
a contract with the Aluminum Company of America for 177,000 
kilowatt-hours—directly with them. He is going to use 5,000 kilo- 
watts himself—the power authority. 

The city of Plattsburg, which has a municipal operation and never 
has up to this time consumed more than 8,000 kilowatt-hours, he is 
going to give 33,000 kilowatt-hours; the Army airbase, 11,000; other 
States, 108,000—although he has always said prior to the time he 
actually got in business, he said: 

The power authority doesn’t want to build transmission lines. The power 
authority doesn’t want to give a preference to cooperatives and municipalities, 
We want to do business with the utilities and take advantage of their trans- 
mission lines and so forth and so on, and serve all the people. 
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So that just the farmers are served by co-ops, as against the other 
farmers who are not served by co-ops. 

Now, he is going to give 108,000 kilowatts to other States, although 
he now says he is going to build transmission lines to these other 
States without ever contacting the utilities to see whether he could 
use their lines to go to these other States at a great saving to the 
taxpayers, but that is what he is going to do now, he says, and other 
industry, he is going to give 183,000 kilowatts. ‘To municipalities 
and cooperatives, 75,000 kilowatts. and private utilities, 143,000 kilo- 
watts, or 19 percent of the power to the agencies serving 95 percent 
of all the people of the State of New York. That is what they are 
actus ally doing up there. 

Since the Niagara redevelopment project is not a multiple-purpose 
project and involves only the development of additional electric 
power, supperters of Government development have strained to tie 
it to some traditionally recognized Government function. 

Thus, you have been told in these hearings that private enterprise 
must now be displaced at Niagara Falls in this additional develop- 
ment to accomplish park and highway development at Niagara Falls, 
The private electric companies are severely criticized for having made 
a shambles of the area. 

As a resident of the area, I can tell you of my own knowledge that 
the electric companies have spent large sums which they were not 
legally required to spend, and running into the millions of dollars, 
to maintain and enhance the scenic beauty of the area. In the Ameri- 
can tradition, it was our tremendous industrial expansion which was 
not consonant with flower gardens and parkways. 

But let us see what the State parks commission in New York headed 
by Mr. Moses had to say on this matter in 1952 before he became 
power authority chairman. And when he was only chairman of the 
State parks commission in a brochure published in April 1952, en- 
titled “Niagara Power and Park Development,” subscribed to by the 
Niagara Frontier State Park Commission, and distributed by “State 
Council of Parks, Robert Moses, chairman,” after a discussion of the 
various power bills, it is said: 

* * * the hydraulic canal for waterpower was completed, soon followed by blast 
furnaces, a grist mill, a paper mill, an open hearth furnace, and a dye works. 


This was in the American tradition. * * * Hydroelectric generation had 


not 
yet come. * * * All this industrial growth defaced the scene. 


But further, the document states, after referring to the various power 
bills then pending i in the Congress—and then there was one pending 
for a Federal development, for a State development, and a private- 
enterprise development. This is what Mr. Moses then said in his 
brochure: 


The Niagara Frontier State Park Commission takes no stand favoring one or 
another of these bills. However, the work is done, its program can go forward 
if a share of the profit from power development is allocated to the Niagara 
Frontier State Park Commission. Whichever bill passes, water rentals on the 
Canadian plan are the New York State ideal. The enabling requirement, after 
one of these bills is passed in Congress, is an act of the State legislature to 
determine the rentals and to put funds in the hands of the park commission 
for the construction of its planned projects. 


Whose fault is it that the State of New York chose to divert to 
purposes other than more glamorous park development all of the 
25 or 30 million dollars of water rental moneys paid to the State by 





244 NIAGARA RIVER POWER PROJECT 


the electric companies? The some company operating a hydro plant 
on the Canadian side has paid several million dollars to the Canadian 
Government for the use of the water which the Canadians elected to 
spend on flower gardens and parkways to attract the American tourist. 

The State of New York will be free in the future, with private de- 
oe of the additional power, to spend for these purposes, as 
much as $5 million annually, which would be the amount of water 
rental money paid to the State of New York. 

All that is needed is to convince the State government officials that 
that is the best use to which the State of New York can put the money. 

In the hearing the other day Senator Gore inquired whether the 
private companies, if licensed for this development, expected to receive 
the license free. They now pay substantial administrative charges 
more than twice that of any other Federal licensee on account of the 
existing Niagara development, and would be required to pay sub- 
stantially more, on account of the additional development. 

In addition, the State of New York exacts a so-called water rental 
of $1,900,000 a year on account of the existing development, which 
will be increased to $5 million a year with the new development. 

Under existing requirements, no waterpower licensee pays a rental 
of this kind to the Federal Government. 

Nor do the contradictions end with the park situation, upon which 
sponsors of the Lehman bill grasp to secure your authorization for a 
public power development. As you know, the power authority is now 
engaged in constructing the St. Lawrence power project, a multiple- 
purpose project which the private companies did not seek to build. 

The power authority is entering into contracts for the disposition of 
St. Lawrence power and, in connection with them, has proposed to 
build transmission lines to the State of Vermont and to the city of 
Plattsburg, N. Y., without any prior investigation into the availa- 
bility of lines of the private companies who now bring power to Platts- 
burg and have had a Vermont connection in the planning stage for 
some time. 

The authority now proposed to build State-owned, tax-free trans- 
mission lines, notwithstanding the availability of other lines. 

Further, the authority proposes to sell to the city of Plattsburg, 
N. Y., 30,000 kilowatts, although their current consumption is 9,000 
kilowatts. Why? Because the city of Plattsburg is a municipal tax- 
free operation. In the meantime, the privately owned distribution 
companies which serve 95 percent of the consumers have not been 
allotted a single kilowatt of St. Lawrence power, while about one- 
half of the entire project output is already the subject of proposed 
contracts. 

Now, I have brought you up to date on that, since that was written. 

Last year, however, the chairman of the power authority in con- 
nection with the Niagara project, advised the Senate Public Works 
Committee, and I quote: 

Our act does provide that we shall not needlessly parallel private lines when 
their use can be obtained is such a manner as to insure the passing on of benefits 
to domestic and rural consumers. We have no thought of putting private com- 
panies out of business nor of compelling municipal operation. 

Thus far, instead of benefiting the rural and domestic consumers for 
whom sponsors of State-developed power have been shedding such 
crocodile tears, the people who have received the most benefit from 
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the St. Lawrence project thus far are the people who need it the least. 

These are the people in high Federal income-tax brackets who 
grabbed up $335 million of the authority’s tax-exempt bonds, receiv 
ing tax-free income therefrom of 3.2 percent. An investor with only 
$25,000 of income would have to receive over 7 percent of taxable in 
come before he could net an equivalent amount. And of course he 
could net 7 percent only if he invested in a relatively speculative 
enterprise. 

It has been proposed with Senator Lehman’s agreement, that his 
bill be amended to provide for publicly constructed transmission lines 
if existing lines are not available “on reasonable terms and conditions.” 
But what are the standards of reasonableness? Who is to decide? 
Undoubtedly, available lines, the operation of which must include 
the payment of taxes, will be rejected as unreasonable in favor of 
publicly constructed tax-free transmission lines. 

The Power Authority of the State of New York is free of regulation. 
1t does as it pleases. A utility could not make this kind of contract 
with ALCOA that the Power Authority of New York has done. 
They are subject to regulation. But there is no regulation over the 
power authority. Unlike the regulated utility companies who are 
responsible to innumerable Federal and State agencies in their opera- 
tions and in their rates, State operation is answerable to no one. 

For example, there was evidence before the House Public Works 
Committee of a letter written by a representative of local government 
in the area of the St. Lawrence project, complaining bitterly about 
the manner in which the local people are being tre: ated during the 
course of its construction. 

Since this is in my district, Senator, and since I do not want these 
things to happen to my people, I just wonder if I could impose upon 
you just to read a portion of the letter which this supervisor repre- 
senting the area up in Messina, where this St. Lawrence project is 
being built, wrote. May I do that? 

Senator Kerr. Yes. 

Representative Minter. I will just read a portion of it. 

For the life of me, I have been unable to understand some of the poorly 
planned and seemingly asinine policies promoted in this project. They have 
moved into this area to build approximately a $3 billion or $4 billion develop 
ment without any advance preparation or plans for access roads, streets, 
bridges, railroads, housing, school or hospital facilities, or even proper office 
facilities for their engineering and other staffs, which to date has withstood 
two fire losses with the attendant loss of valued records and works. Our roads 
and bridges have been used and destroyed with abandon. Even totally in some 
sections, and the lives of our residents have been needlessly placed in j-opardy, 
in danger, as well as their property, with very little consideration shown them 
under these same policies. In the first place, the land-acquisition program is 
bogged down. You come in and take our land and you don’t pay for it and 
these people have no place to gzo— 
and so forth. 

Do you know what Mr. Moses’ answer was to that ? 


Button your lip. You are a cheap politician. 


I don’t want that to happen in my area if I can help it, Senator. 

In support of State development much has been sought to be made 
of the asserted necessity for tax-free power to keep industry from 
moving out of New York. I challenge public power sponsors to prove 
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that a single industry has left the State of New York because of 
excessive power rates. 

Western New York contains one of the greatest concentrations of 
heavy industry and power users in the Nation. Very few people 
realize that in the city of Niagara Falls alone, more power is con- 
sumed by electrometallurgical and electrochemical industries and 
others than is consumed in highly industrialized cities like Cleveland 
and Detroit. 

The industrial consumption in western New York exceeds that of 
the entire TVA area. Let Canada have its completely socialized power 
industry, where unfortunately for the Canadians, private enterprise 
did not come forth to undertake the development of the power industry. 

And, incidentally, Senator, when I was debating Mr. John Burton, 
who was then the chairman of the power authority of the State of 
New York in the city of Niagara Falls before the newspaper editors 
of the State of New York, one of the commissioners of the Ontario 
Hydro Commission which develops and runs the hydro installations 
en the Canadian side which is Government-owned, when asked the 
question, said, “Why, we didn’t have on the Canadian side any utility 
engineeringly able or financially able to undertake the project. That 
is why the Government went ahead. There was no one else to do it. 
But we in Canada do not understand what you are arguing about on 
the American side where you have a private agency ready and willing 
to proceed with the development.” 

Canada has had its power for 50 years and all they have over there 
are flowerbeds. We have had private power on our side of the river 
for 50 years and there is no comparison between the industrial expan- 
sion on the American side and the Canadian side. 

I will also tell you there are 3 or 4 breakdowns on the Canadian 
system in the past 2 or 3 years and they have always had to call on 
the utilities companies across the river to help them out. 

New York is by far the country’s leading industrial State. There 
is not one iota of justification for the statement that tax-free power 
is needed to prevent industry removal. Yet this is the area which 
public power advocates would have the people of the Nation subsidize 
through a project which would avoid not only State and local, but 
Federal income taxes. 

I do not seek to make a virtue of these tax payments which the 
consumers of investor-owned companies must support, but they must 
be emphasized so long as the ability to avoid taxes is relied upon as 
the principal virtue of State development. 

In this connection the record in the last Congress demonstrated 
that if, like a public development, the private company serving upstate 
and western New York could be relieved of the payment of Federal, 
State, and local taxes, it could give to the resident and farm customers 
in its areas all of their power requirements free, for their Federal, 
State, and local taxes substantially equaled all of their revenues from 
these classes of consumers. 

As for industrial consumers—it was for me an amazing discovery, 
as it must be for you, to learn that the industrial and large commercial 
rates of the private company serving western New York are lower 
than the comparable rates in the TVA area and in Ontario, although 
22 cents of every revenue dollar of the private company must be 
devoted to Federal, State, and local taxes, 
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Finally, I want to refer to a statement by Senator Gore the other 
clay when he explained his vote against the upper Colorado project. 
He said that there must be limits to all good things. 

Is not the application of typical public power philosophies and prin- 
ciples to this situation far beyond the limits of what is good for Amer- 
ica so long as we are to embrace the free-ente rprise system! Here is 
a fully developed area, the leading industrial State in the Nation, and 
the second largest dairying State. 

Every farm is electrified. The industrial rates are among the very 
lowest in the country, including those in the TVA area. The residen- 
tial and farm rates are below the national average. ‘There is no clamor 
from the people concerned for displacement of private enterprise. 
There is no popular demand or need for the application of the so-called 
yardstick. The law of the State of New York has enabled municipali- 
ties to go into the business of distributing electricity since 1934—21 
years ago. 

Yet, only a relatively few are in the business. In the aggregate their 
power consumption amounts to about 2 percent of the power consumed 
in the State. There are 5 REA co-ops, with a aggregate demand of 
4,600 kilowatts, serving one-tenth of 1 percent of the people of the 
State and using less than one-twentieth of 1 percent of the power. 

And that is after 21 years when they could have done it if they 
thought it was better than being served by the utilities. 

Moreover, in New York, rate and other regulation are the strictest 
in the Nation. Rates are fixed on a bare “cost of service” basis, and 
rates of return are very closely policed and appropriately limited. 

Additionally, it must be emphasized that this project is not a new 
project, but an extension of existing development at Niagara, in which 
private enterprise pioneered many years ago. 

The records of the Federal Power Commission show that private 
enterprise has been ready for more than 30 years to undertake this 
development. Supporters of TVA have often contended that since 
the Tennessee Valley was developed by public power, necessary expan- 
sion to meet growing power needs in the area should be constructed by 
TVA and not by private enterprise. 

This reasoning to be consistent would require that since private 
enterprise started it in Niagara, any addition should be done by pri- 

vate enterprise. 

To all this must be added the undisputed fact that here we have no 
multiple-purpose project—no traditional functions of Government, 
but simply a question of the production of electric power. To author- 
ize public development here is to remove all limits to the expansion 
of public power and put us well on the road to the nationalization of 
the entire electric power industry, because if you give us power where 
we are all electrified and where we are cheaper than anyplace else in 
the Nation and why nobody wants it and where there isn’t a single 
governmental installation involved, why wouldn’t you put it every 
place ? 

In conclusion, I want to make it clear to the committee the exposure 
to which you will subject the people of the State of New York if you 
authorize development by the State. 

This record is clear that there are many sharp differences of funda- 
mental importance between Mr. Moses, chairman of the power author- 
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ity, on the one hand, and Senator Lehman and the present State ad- 
ministration on the other. 

In other words, Senator, when Governor Dewey came down here 
and Mr. Moses, they were bitterly opposed to the Lehman bill. They 
were bitterly opposed to it. Now, Governor Dewey isn’t any longer in 
politics, but when he was he was bitterly opposed to the Lehman bill. 
He said it was “bending the knee to Moscow,” as he described it. He 
said the Power Authority of the State of New York never expected 
that, that it never was designed to do that. “All we want to do is 
generate the power and we will sell it to the utilities at the bus bar.” 

I tried to point out that he would not always be Governor and a 
different. administration would interpret the Power Authority Act 
c ifferently, and they would build transmission lines and so on, and that 
is exactly what is happening in New York today. Exactly. So Mr. 
Moses—he has to reverse his position completely or he cannot remain 
as chairman. I predict Mr. Moses’ position is or soon will be unten- 
able. Recently former Governor Poletti was appointed. Now, it is 
clear that Mr. Poletti will succeed Mr. Moses for chairman and perhaps 
Mr. Poletti’s successor will be Leland Olds, a former official of the 
power authority, who helped write the power authority law of the 
State of New York. As a matter of fact, who, as the records will 
show, Senator Lehman called as a principal witness in support of his 
bill. 

In such event, there would be imposed upon the people of my State, 
in a position of utmost importance, a man whom a committee of the 
8ist Congress, under the chairmanship of the very able majority 
leader of the Senate, the Honorable Lyndon Johnson, ‘unanimously re- 
jec‘ed for reappointment to the Federal Power Commission. 

I am very grateful for this opportunity to appear and I will be de- 
lighted to answer any questions. 

Senator Kerr. Thank you, very much, Mr. Miller. We are glad 
to have had your statement. 

Are there any of these gentlemen with you? 

Representative Mitter. Yes, Mr. John Silsby, who only wants to 
introduce—Mr. John Silsby is the chairman of the Board of Super- 
visors of Niagara County, and he would just like the privilege of in- 
troducing the counsel or attorney for the county of Niagara 

Senator Kerr. He may do that. 

Mr. John K. Silsby, chairman of the Board of Supervisors, Gas- 
port, N. Y. 

You may proceed. 

Representative Muter. May I just interrupt for 1 minute? 

Senator, you know you and I had some correspondence about your 
coming with the committee up to Niagara Falls. Because this is to 
important to my district and to my people, Senator, I would be very, 
very hopeful that before you ccaaielen the hearings in this matter, 


that you would come to Niag: ara Falls and talk to the folks up there 
1 


and have your committee talk to them and see the project on the On- 
tario side, and the proposed project on the Niagara side. 

I think, then, if you have had a chance to conduct hearings there 
and talk to some of the people, many of whom cannot afford to come 
all the way to Washington, you will get a better idea of just how the 


folks up there feel about it. 
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Senator Kerr. Such will be my recommendation to the committee, 
Mr. Miller. 

Representative Mitter. Thank you. 

Senator Kerr. But as you know fully as well as I do, that will be 
a matter about which they will decide. 

Representative Mitter. Thank you, Senator. 


Mr. Silsby—— 


STATEMENT OF JOHN K. SILSBY, CHAIRMAN, NIAGARA COUNTY, 
N. Y., BOARD OF SUPERVISORS 


Mr. Stussy. As chairman of the Niagara County Board of Super 
visors, I wish to testify in favor of S. 6, for the further development 
of hydroelectric power from Niagara Falls and River by private 
enterprise. 

As you know, the site is located in our county. 

We in western New York feel that private development of power 
on the Niagara River is the best way to handle our power needs and 
feel that where private funds are available, should be allowed to use 
them instead of public funds. 

We in this district are served by the Niagara Mohawk Power Corp., 
and are well satisfied with the service given us. 

The Board of Supervisors of Niag rara County have passed four 
resolutions supporting private development, and in opposition to pa 
lic methods and from a taxpayer’s standpoint, will oppose State 
Federal development. 

I appreciate the opportunity of appearing before your committee 
and at this time would like to introduce to you and your committee 
our Niagara County attorney, Mr. V. Sumner Carroll. 

Senator Kerr. All right, Mr. Carroll. 


STATEMENT OF V. SUMNER CARROLL, ATTORNEY FOR NIAGARA 
COUNTY, N. Y. 


Mr. Carroutu. Mr. Chairman and distinguished members of this 
subcommittee, my name is V. Sumner Carroll. I live at 3055 Macklam 
Avenue in the city of Niagara Falls, N. Y. 

I am appearing at this hearing by direction and in behalf of the 
Board of Supervisors of the County of Niagara in support of S. 6 for 
redevelopment of the Niagara River by private enterprise. 

The proposed physical development of the Niagara River power 
project will occur entirely within the confines of Niagara County and 
more particularly in the city of Niagara Falls, and town of Niagara 
and the town of Lewiston. 

For the record, I should like to state that Mayor Ernest W. Mirring- 
ton, Jr., of the city of Niagara Falls would be here to testify on behalf 
of the private-enterprise bill, if it were not for the fact that his 
mother recently passed away and his father is very seriously ill. He 
has authorized me, however, to speak in his behalf. 

The basic concern of these four municipalities in this controversy 
is the problem of municipal tax revenues. 

Each year these municipalities are faced with the problem of con- 
structing and improving city streets, town and county highways, pro- 
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viding garbage service, establishing sewer mains, and establishing 
water mains for our population of 189,000 people. These local govern- 
ments are forced to build additional school facilities to meet our in- 
creasing youthful population. All of this despite the continuing rise 
in the cost. of construction and maintenance of these services. 

These services must be paid for and principally from revenues of 
the tax levies upon real estate. 

In the city of Niagara Falls, the real-estate tax levy in 1955 for 
all services, including the operation of city government, our school 
system, and the city’s proportionate share of county government 
amounts to $10,211,000. Of this total, Niagara Mohawk Power Corp. 
pays approximately 30 percent. 

In 1954, this company paid to the city of Niagara Falls in real- 
estate taxes a total of $2,336,000, representing an “out: ay of $987,000 
for city government, $448,000 in county taxes, and $901,000 for our 
schools, as its share of a $7,962,000 tax levy. 

In the towns of Lewiston and Niagara, the story is the same. 

Niagara Mohawk pays 60 percent of the real-estate tax burden for 
the town of Lewiston. It should be pointed out with respect to this 
town that there are only two other industries in this town. Therefore, 
approximately 30 to 35 percent of the entire tax burden of this town 
rests upon John Q. Citizen, the homeowner or tenant. 

In the town of Ni: agara, a rather heavily industrialized community, 
the financial situation is a bit more advantageous. As a concrete 
example, in 1952, $450,000 was raised by taxes for all purposes. The 
company ’s share was $45,223. 

Contrast these figures with the situation after the private-enterprise 
bill is adopted. The city of Niagara Falls would receive from the 
power utilities an estimated $5,707, (000; the town of Ni: agara, $945,000 ; 
and for the town of Lewiston, it would mean an increase in tax 
revenues, approximately $4,300,000 would be realized. The county 
of Niagara would benefit to the extent of $2 million. 

Mindful of the fact that if public power is developed at the falls, 
a rather unusual situation will prevail, a private installation and a 
public installation will exist side by side. 

Senator Kerr. May I ask you a question there ? 

Mr. Carroiu. Yes, sir. ; 

Senator Kerr. As I understand it, the license which the Mohawk 
Power—and I think their representative is still here: if you cannot 
answer this question and they can, I would appreciate their doing so— 
was issued in 1921, for a period of 50 years. Is that correct? 

Mr. Carroty. It is my understanding that the license will expire 
in 1971. 

Senator Kerr. Is that a way of telling me that if it were issued in 
1921 and expiring in 1971, that that would be for 50 years ? 

Mr. Carrot. That is right. I was not sure about the date it wa 
issued originally, but I understand the license will expire in 1971. 

Senator Kerr. Is the representative here for the power company ? 

Mr. Macnotp. That is correct. 

Senator Kerr. Was there anything in that about a renewal of it, 


or what would be the effect upon its expiration—what wauld be the 
disposition of the property that it owns? 
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Mr. Macnorp. Under the terms of the license, the Federal Govern 
ment can recapture the property as of March 2, 1971, or any time 
thereafter, upon 2 years’ notice. 

Senator Kerr. Proceed, 

Mr. Carrot. Can this long endure¢ What will happen in 1971 
when the present power license of Niagara Mohawk expires ¢ 

It could well be that the county of. Niagara and its constituent 
municipalities would lose entirely, at that, its present tax revenues 
of $2,336,000 from the utility. Financially to Niagara County, the 
city of Niagara Falls, the towns of Lewiston and Niagara, the private 
power bill means increasing our revenues to $10,976,000. The basic 
difference in favor of the private power bill over the public-power 
bill is $13,312,000 in tax revenues to these local municipalities of 
western New York. 

I say to you gentlemen, that this money is direly needed by these 
communities to meet the constant and continuing demands of the 
municipal employees for salary increases, along with the hundreds 
of other services of local government. The town of Lewiston is des 
perately in need of a sewer and water system to replace septic tanks 
and outmoded and inadequate water supply. 

Furthermore, if public power is authorized for the Niagara River, 
these municipalities who are the ones obligated to provide the police 
and fire protection along with the other public services, must do so 
without this additional revenue. While at the same time the citizens 
of these municipalities will be subsidizing their proportionate share 
of the cost of the erection, maintenance, and production of these 
installations through income tax and other forms of levies. 

These facts cannot be offset by the claims of reduced cost of available 
power as engineers have testified before this committee and its prede 
cessors. Nor can they be offset by the claim that cheap public power 
will bring additional industries to the areas to compensate for this 
loss in tax revenues. For this has not happened on the Canadian side 
of the river. 

The city of Niagara Falls, Ontario, is like a ghost town, compared 
with the dynamic community of Niagara Falls, N. Y., where industry 
uses enormous quantities of electric power and provides gainful em 
ployment for many thousands. One need but to look at the compara- 
tive population figures of these two cities to establish this fact. 

The inese apable conclusion is that under private power the tax 
base is widened, resulting in a reduced burden to each individual 
person. Public power will by the same token narrow the tax base 
and increase the tax burden for all concerned. 

We turn now to the more esthetic aspects of the problem. The 
charge has been made by some of the supporters of public power, that 
the private power interests have exploited the scenic splendor of 
Niagara. To that, there is this answer of a 34-year resident of the 

city of Niagara Falls. 


When we were youngsters. we played baseball many times on the powcrhouse 


diamond behind the Adams Station on Buffalo Avenue, which is still there today. 


But today, my two sons cannot play baseball on any diamond in the Staie park 
which extends from above the falls north for a distance of over 3 miles to the 
city line, because there are no facilities. The facilities are not there because 
the revenue from the power of the Niagara derived over the years have been 
diverted by the State of New York to other purposes of the State. 


65993—55——_-17 
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The real truth is that some of the supporters of public power are 
the ones who have exploited the resources of the Niagara. We say 
further that the power company has been a good citizen and a good 
neighbor, its share has been done in providing facilities for its 
friends, the citizens of Niagara Falls to enjoy. 

Senator Kerr. May I ask you a question ¢ 

Mr. Carrouu. Yes. 

Senator Kerr. Now, you have made the statement, “The real truth 
is that some of the supporters of public power are the ones who have 
exploited the resources of the Niagara.” 

Could it be said with equal truth that some of the supporters of 
private power are among those who have exploited the resources of 
the Niagara ¢ 

Mr. Carrouu. Well, let me answer that 

Senator Kerr. I say that in a matter of fairness. I do not contest 
the absolute truth of your statement. I only ask if it could be said 
with equal verity that some of the supporters of wen power are 
among those who have exploited the resources of the Niagara. 

Mr. Carrot. That may be well the truth. In my opinion, I would 
say “No.” 

Senator Kerr. Isn’t the Niagara Power Co. the one that has uti- 
lized all of the power resources of the Niagara that have been used 
in this country / 

Mr. Carroux. In this country it is, sir. 

Senator Kerr. Are they supporters of private power? 

Mr. Carrouu. Yes, sir; they are. 

Senator Kerr. Then it could be said with equal truth that some 
of our supporters of private power are among those who have ex- 
ploited the resources. 

Mr. Carroii. Yes; I will admit that they have exploited the re- 
sources of Niagara power. 

Senator Kerr. Thank you. 

I do not find fault with it. I was only asking you if that statement 
could be made with equal verity. 

Mr. Carroiit. The Niagara Mohawk Power Co. has provided 
Porter Park, on the banks of the Niagara. It has contributed im- 
measurably to prevention of juvenile delinquency and the uplifting 
of the residents of the city of Niagara Falls and the county of 
Niagara. 

We believe, further, that a comparison, which we who live on the 
Niagara frontier can make, merits consideration at this time. Many 
of the residents of Niagara County, and those of Erie County, in- 
cluding Buffalo to the south, have cottages on the Canadian shores 
of either Lakes Erie or Ontario. Those cottages are serviced with 
electricity by the Ontario Hydro. Thus, many of our citizens live 
under both Government ownership exemplified by the Canadian sys- 
tem and private ownership. 

If public ownership were superior to that service now rendered in 
Niagara County one would expect a demand for a change. But the 
contrary has been true. The city council of Niagara Falls, on be- 
half of its citizens, has repeatedly passed resolutions in favor of 
private power. The board of supervisors, as recently as January 28, 
1955, unanimously adopted a resolution in favor of private power 
with bipartisan support. 
















































NIAGARA RIVER POWER PROJECT 


I offer this resolution for the record of this hearing. 
Senator Kerr. It may be received. 
(The resolution of the board of supervisors follows :) 


Honorable Boarp OF SUPERVISORS, 
Court House, Lockport, N. Y. 

GENTLEMEN: Whereas there is or in the near future will be introduced in 
the Congress of the United States, a bill commonly known and described as 
the Capehart-Miller bill which would provide for and permit private develop- 
ment of the power available at Niagara Falls; and 

Whereas there has been introduced in the 1955 session of the Legislature of 
the State of New York, a resolution memorializing the Congress of the United 
States to pass the Capehart-Miller bill for the private development of the power 
at Niagara Falls; and 

Whereas this board of supervisors has repeatedly urged the enactment of 
the Capehart-Miller bill: Now, therefore, be it 

Resolved, That this board of supervisors urges the Legislature of the State 
of New York to adopt the resolution memorializing Congress to pass the Cape- 
hart-Miller bill for the development of power at Niagara Falls and that a copy 
of this resolution be forwarded to the Honorable W. Averell Harriman, Governor 
of the State of New York; to the Honorable Earl W. Brydges, State senator, 54th 
senatorial district; the Honorable Jacob Hollinger, and the Honorable Ernest 
Curto, assemblymen from Niagara County, and to the clerk of the New York 
State Senate and the clerk of the New York Assembly. 

Respectfully submitted. 

C. Clarence Groff, Neil M. Hancock, Jasper I. Raymond, Dominick 
Serianni, Melvin W. Martin, Edward E. Greinert, H. Altro, James 
F. Glynn, Geo. W. Meyers, Louis M. Hageman, Herbert F. Weber, 
Joseph Scapelliti, Arthur L. Jocoy, R. E. Van Norwick, Robert C. 
Bishop, J. B. Shaw, Harold W. Coates, Lee E. Seward, Bert J. 
Murphy, John J. Cullen, Wm. V. White, Bruce J. Welton, John K, 
Silsby, Republican Supervisors, County of Niagara, N. Y. 
January 28, 1955. 
The report was adopted. 
STATE OF NEw YOrK, 
County of Niagara, 88: 

This is to certify that I, the undersigned, clerk of the Board of Supervisors of 
the County of Niagara have compared the foregoing copy of report with the 
original report now on file in the office, and which was passed by the board of 
supervisors, of said county on the 28th day of January 1955, and that the same 
is a correct and true transcript of such original report and of the whole thereof. 

IN WITNESS WHEREOF, I have hereunto set my hand and thie official seal of the 
board of supervisors, this 13th day of July, 1955. 

[| SEAL] HELEN C. Boyer, 

Deputy Clerk of the Board of Supervisors. 


Mr. Carro_i. Many resolutions have been adopted by many boards 
of supervisors in preceding years. All in the same vein. 

Repeatedly, this issue has been injected into the political campaigns 
for local, State, and national officers and repeatedly the voters of 
Niagara County have indicated their desire for private power. In 
polls conducted in our local newspapers, the results were the same. 
The people of Niagara County want private enterprise to continue 
to do the job it has done so well for near ly 70 years. 

Beyond the confines of Niagara County, the expression of the public 
through their local representatives has been ‘the same. We want 
private power. The Association of Towns in the State of New York 
voted on this question. The results: 493 for private power; 5 for State 
development; 2 for wage om development. 

In May of this year, the Niagara Falls City Council and Niagara 
Country Board of Sena visors both passed resolutions, copies of which 
I have here and offer for the recor z inviting this committee to visit 
the Niagara frontier to see the situation as it actually is. 
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Senator Kerr. They may be received. 
(The resolutions referred to follow :) 


I hereby certify that the following resolution was adopted at a meeting 
of the council held May 2, 1955: 


RESOLUTION 
(By Councilman Calvin Keller) 


“Whereas the development of additional electric power on the Niagara frontier 
is a Vital concern to the growth and economic well being of the city of Niagara 
Falls and its surrounding areas, and 

“Whereas there is a shortage of available electrical power for the growth and 
expansion of our industries, most of which industries are of vital importance 
to the defense of our country, and 

“Whereas the Senate Public Works Committee considers proposed legislation 
eoncerning hydroelectric power bills, and 

“Whereas Senator Robert S. Kerr as chairman of the Senate Public Works 
Committee has indicated his serious consideration of an on-the-scene study of 
the Niagara power situation: Now, therefore, be it 

“Resolved by the City Council of the City of Niagara Falls, N. Y., That the 
immediate development of additional electrical power by the efficient and eco- 
nomical use of the waters of the Niagara River is vital and essential to the 
growth and development of the Niagara frontier as well as to the growth and 
expansion of its industries ; and be it further 

“Resolved, That Senator Robert S. Kerr, as chairman of the Senate Public 
Works Committee and each and every member of such committee are hereby 
invited to visit Niagara Falls, N. Y., to make an on-the-scene study and investiga 
tion of the Niagara power situation, and be it further 

“Resolved, That the city clerk be and hereby is directed to forward a cer- 
tified copy of this resolution to Senator Robert S. Kerr and to each of the mem- 
bers of the Senate Public Works Committee, and to the clerk of the Committee 
on Public Works of the Senate of the United States and to the clerk of the Com- 
mittee on Public Works of the House of Representatives, and to Hon. Irving M. 
Ives, Hon. Herbert H. Lehman, and Hon. William E. Miller.” 

Witness my hand and seal this 3d day of May 1955. 


[SEAL] JAMES FE, CoLitns., City Clerk, 


The Honorable BoArp OF SUPERVISORS OF THE COUNTY OF NIAGARA, 
Courthouse, Lockport, N. Y. 

GENTLEMEN: The laws and legislation committee offers the following preamble 
and resolution : 

“Whereas the board of supervisors has repeatedly expressed itself as being 
in favor of the development of the power resources on the Niagara River by 
private enterprise; and 

“Whereas the chairman of the Committee on Public Works of the United 
States Senate, the Honorable Robert S. Kerr, has been quoted in the public press 
to the effect that the Committee on Public Works would be receptive to an 
invitation to visit the Niagara frontier and receive expressions of opinion by 
such parties and agencies, including private citizens as may Care to be heard, as 
to what agency, commission, or corporation, and whether public or private, 
should be granted the right and license to develop the said power resources: 
Now, therefore, be it 

“Resolved, That the Committee on Public Works of the United States Senate 
be cordially invited by the Niagara County Board of Supervisors in the public 
interest to visit the Niagara frontier to examine the site of the proposed power 
development on the Niagara frontier, and hold such hearings as the said com- 
mittee may in its discretion determine to the end that there will be received 
into the record the expression of opinion by interested parties and agencies, in- 
cluding private citizens, on the said power development on the Niagara River; 
and be it further 

“Resolved, That a certified copy of this resolution be forwarded to the clerk 
of the Committee on Public Works of the United States Senate, the Honorable 
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Robert S. Kerr, the Honorable Irving M. Ives, the Honorable Herbert H. Leh 
man, all United States Senators, and the Honorable William E. Miller, Repre 
sentative in Congress.” 
Respectfully submitted, 
C. OLARENCE GROF? 
FRank M. Clary, 
Louis E. CaGgciano 
Harry O. FULLER. 

May 3, 1955. 

The report was adopted. 

STATE OF New YORK, 
County of Niagara, ss: 

This is to certify that I, the undersigned, clerk of the Board of Supervisors 
of the County of Niagara, have compared the foregoing copy of repert with 
the original report now on file in the office and which was passed by the board 
of supervisors of said county on the 3d day of May 1955, and that the same is 
a correct and true transcript of such original report and of the whole thereof 

In witness whereof I have hereunto set my hand and the official seal of the 
board of supervisors this 4th day of May 1955. 

[SEAL] M. B. Preisca, 

Clerk of the Board of Supervisors 

Mr. Carroii. On behalf of the Board of Supervisors of Niagara 
County, I again extend that invitation to come to western New York 
and let the individual citizens tell you in their own words how they 
feel about the continued development of the Niagara River by the 
power company. 

Some weeks ago, the Board of Rivers and Harbors of the Army 
Corps of Engineers went up to Buffalo, and for a full day in a packed 
hearing room, listened to the testimony of citizens of Niagara ny alls 
and the county of Niagara speak against an open cut canal on this 
project. 

You know of this Board’s reaction, a recommendation in line with 
the forceful expression of public sentiment in favor of the twin 
tunnels, 

There are only Mr. Silsby and myself here today to present the « 
for Niagara County. 

We say, gentlemen, that you can only judge the facts by an o1 
ground survey. A fair and honest record would seem to require : 
by this committee to western New York. 

And I sincerely say, Senator Kerr, in closing, that we hope you will 
come, and we appreciate the opportunity of coming down here and 
making this statement . 

Thank you, very much. 

Senator Kerr. Thank you, Mr. Carroll, for your very excellent 
statement. 

Because of special circumstances that have arisen, we ar vyoing 
to call on Mayor Stroth of Jamestown, N. Y., at this time. 

Mayor Stroth. 


STATEMENT OF SAMUEL A. STROTH, MAYOR OF THE CITY OF 
JAMESTOWN, N. Y. 


Mr. Srroru. My name is Samuel A. Stroth, and I am mayor of the 
ity of Jamestown, N. Y. I am appearing for my city, Jamestown, 
. Y., regarding the proposed Niagara power legislation. 

We are deeply interested in the proposed legislation, and know that 


it will come up shortly before the sited States Senate for consid- 
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eration and action. It is vitally important to the municipal utilities 
of New York State, of which the city of Jamestown is the largest of 
the 50 or more communities which have publicly owned utility plants. 

Weare further interested in this legislation because of the proximity 
of the city of Jamestown to the source of power at Niagara Falls, and 
because of the fact that we, at the present time, are purchasers of 
power from that source through a private utility which supplies the 
surrounding area in Chautauqua County. 

This interest in the proposed legislation is shared by the Board of 
Public Utilities of Jamestown which controls the operation of our 
utility system. This board is comprised of a membership represent- 
ing manufacturers, commercial interests, private citizens, and public 
officials, through the operation of which a modern, up-to-date plant 
has been developed over the years. The members of this board serve 
without remuneration and reflect the will of the general public in our 
city and area. 

This utility service is furnished to a population of 51,927 according 
to the 1950 census, and is ever being expanded to take care of demands 
within the city, as well as the immediate environs outside the city, com- 
ing within our jurisdiction. 

The Board of Public Utilities of the City of Jamestown, N. Y., 
unanimously voted their choice of the Lehman bill which is before the 
Senate, together with other bills. 

As I have said, and being a member of that board, we favor the 
above-mentioned bill, namely, the Lehman bill, because of the pref- 
erential clause for the development of Niagara Falls power, and the 

right to purchase the developed power w ithout discrimination by all 
public entities. In this way we reflect the American way of life. 

We resolutely oppose the enactment of any bill, which will take 
away the rights of the people, to share in the natural resources and 
development of such resources, to the betterment and welfare of the 
public at large. 

The city of Jamestown’s interest, therefore, is doubly multiplied be- 
‘ause of its unique position in the State of New York, and also its 
nearness to the source of this power, namely, Niagara Falls, and we 
strongly urge that the Senate of the U nited States approve the Leh- 
man biil, which will guarantee to the municipal power utilities their 
rightful share of power developed at this great natural resource, and 
being so closely situated to the source of that power, we feel at that 
end of the State that we are rightfully entitled to the benefits received 
in its future development. 

As a brief history of our plant, let me state that our plant was con- 
structed in 1890 and in the year 1891, street lighting was established 
for the city of Jamestown, and that was the first service which was 
given to the area at that time. 

Service to commercial consumers was established in 1895 and let 
me say, from the very start, the venture proved a success and it is to 
the credit of the pioneers, that our utility system has developed to the 
degree and position which it occupies in ‘that area at the present time. 

Various other expansion programs have taken place up to the 
present time. In 1931, the Jamestown Board of Public Utilities pur- 
chased the assets, plant, and equipment of the Niagara, Lockport & 
Ontario Power Co. with which, up to that time, the city of James- 
town had been competing. The ‘competition proved very beneficial to 
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the public, and as a result, the private power company was willing 
to sell to the city of Jamestown. The price, $700,000. 

Needless to say, the rates of the city of Jamestown were under the 
rates of the private company, and this has been the case ever since, 
until the last year or two that the private company, in order to com- 
pete with the city of Jamestown, has reduced its rates, probably in 
some instances below that of the city plant at the present time, but 
other rates of that private company in other districts are higher 
than the present Jamestown rates. 

In 1938, the city installed a 15,000 kilowatt turbogenerator which 
added considerably to the capacity of the plant and the replacement of 
some obsolete equipment. In 1951, a future step was taken in the 
development of our powerplant in the installation of a 20,000 kilo- 
watt steam generator. The cost was $600,500. 

During all this time of operation by our city plant the number 
of employees has increased proportionately. Assets have increased 
at a rapid rate, and during this time we have expanded our distribu- 
tion facilities, installing new substations throughout the city in a belt- 
line system, in order to increase the efficiency of distribution of power 
throughout the city and area, and altogether, we have today a very 
modern, up-to-date public utility plant which has been a credit to 
the city of Jamestown and to the people who fostered and worked 
hard for its development. 

Our total assets today are something over $14 million. The num- 
ber of employees has increased likewise, and today we have 128 em- 
ployees. During 1954 accrued wages were approximately $577,500, 
and up until June of this year, approximately $296,000. Sales for 
the year 1954 amounted to: Residential, 22 percent; commercial, 2: 
percent; industrial, 49 percent; all others, 6 percent, which includes 
street lighting and other sales to the city of Jamestown, making a total 
sales of 127,847,460 kilowatt-hours. 

The city of Jamestown has benefited in other ways, especially in 
the contribution to the city from the powerplant of payment in lieu 
of taxes, principally, in the amount of $3,250,000 at the end of 1954. 
The plant has been efficiently operated by local businessmen and a staff 
of very fine engineers and technical employees. 

In support of this legislation by the United States Senate, we are 
attempting to point out that the city of Jamestown is ever alert to 
protect its investment from being strangled in its operation by any 
private company, and if we are to preserve and expand to a greater 
degree of efficiency and size our public utility, of which we are justly 
proud and which has been such a boon to this city and area, we must 
ever be on the watch. 

We urge, therefore, without reservation, the enactment into law 
of this bill, namely, the Lehman bill, and trust that the Senate of 
the United States will act favorably upon this bill, to protect the 
rights and privileges of all publicly owned utilities in New York 
State. 

Senator Kerr. Thank you very much, Mr. Stroth, for your state- 
ment. 

Mr. Gordon Clapp, deputy city administrator of New York City. 

Senator LenmMan. May I briefly introduce the next witness? 

Senator Kerr. You may. 
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Senator Leuman. Mr. Gordon R. Clapp is one of the distinguished 
members of my State. He is deputy administrator of the city of 
New York, one of the most important positions in the State govern- 
ment, and for a period of about 20 years he was the chief executive 
and then chairman of the TVA. He is thoroughly familiar with the 
operation of public utilities companies, and he is thoroughly familiar 
with the te of the city of New York, and I believe is worthy of the 
sentiment and wishes of the administration of the city of New York 
and many of the citizens of New York. 

Senator Kerr. The chairman is very well acquainted with the dis- 
tinguished witness and his record, and appreciates him and the 
remarks that have been made about him. 

You may proceed. 


STATEMENT OF GORDON R. CLAPP, DEPUTY CITY ADMINISTRATOR, 
NEW YORK CITY 


Mr. Crarr. Thank you, Mr. Chairman, and thank you, Senator 
Lehman. 

As I sat and listened to some of the testimony this morning, I recall 
the many times I have appeared before the Senate Public Works Com- 
mittee on matters relating to the TVA, while I was with the TVA. 
There was so much said about the TVA this morning, that I began to 
wonder whether there was a bill pending before this committee on the 
TVA, or whether this was a hearing concerning the Niagara. 

Senator Kerr. Well, the chairman got a little confused on that and 
that is why he asked one of the witnesses if he was of the opinion that 
such was the matter before the committee. 

Mr. Criapp. I was, of course, delighted to learn that the reputation 
and influence of the TVA has traveled far and has been brought into 
the Niagara discussion. 

It is my privilege, Mr. Chairman, to represent the mayor of the city 
of New York, Robert F. Wagner, and to register his strong support of 
Senate bill 1823, the Lehman bill, for the redevelopment of the 
Niagara River. 

The 8 million people who live and work in New York City have a 
right to expect that some of the great volume of cheap hydropower 
in the Niagara River will make lower cost electricity available to New 
York City. That expectation could be realized if the Lehman bill is 
enacted. 

New York City has a special reason for being interested in what 
happens to Niagara power. The city of New York owns the largest 
subway system in the country. The New York City Transit Author- 
ity, a public agency, operates that system. ‘Two-thirds of the electric 
power used to run the trains is generated in steam powerplants owned 
by the city. The remaining one-third, some 630 million kilowatt- 
hours, is supplied by the Consolidated Edison Co., at an average rate 
of 15 mills—114 cents—per kilowatt-hour. 

Senator Kerr. You were not listening with animation and other evi- 
dence or great interest to the testimony here this morning or the pro- 
duction of power at 114 to 3 to 4 mills, were you, Mr. Clapp? 

Mr. Crapr. I was very much interested in it, Mr. Chairman, because 
it seemed to suggest there was sufficient margin between the cost of 
generating the power and getting it transmitted through an integrated 
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transmission grid that might possibly reach New York City and still 
be ishialdabaliy below what the city now pays to Consolidated Edison. 
This rate of 15 mills which the city pays for this large block of power, 
is a very high rate, even in New York. The city also buys electricity 
from the Consolidated Edison Co. for street lighting, parks, and mu- 
nicipal buildings; about 750 million kilowatt-hours a year. For this 
electricity the city pays more than 2 cents per kilowatt-hour, or some 
$15 million a year. 

Estimates made by the Federal Power Commission in 1949, even 
when corrected for subsequent increases in construction costs, show 
that power from Niagara under public development can be brought to 
the major load centers of New York State at great savings compared 
with present rates. 

The quantities of electricity purchased by the city government and 
the transit system for city purposes are substantial but not large rela- 
tive to the total energy the Niagara will produce. 

New York City, we believe, should have assurance that the policies 
under which Niagara power is developed and made available will give 
consideration to New York City’s needs. A reduction of each one- 
tenth of a cent in what the city now pays Consolidated Edison for 
electricity for city purposes would reduce the city’s direct power bill 
at least $2 million a year. 

We have been told, and I heard it said here this morning, that it 
is neither physically possible or economically feasible to bring Niagara 
power to New York City. Engineering studies made by the New 
York State Power Authority have clearly demonstrated that it is 
physically feasible and at costs that could bring great savings to the 
city. 

Senator Kerr. How far is it from Boulder Dam, or Hoover Dam 
to Los Angeles? 

Mr. Ciapp. I think it is about 275 miles, Senator. 

Senator Kerr. Do they transmit that power that distance, and 
further ? 

Mr. Crapp. Yes; they do transmit power from Boulder Dam to 
Los Angeles, and with respect to the situation here in New York State, 
I think it is important to point out that with the existing transmission 
lines that are owned by the private companies, no one in his right mind 
would suggest that the way to get Niagara power to New York City is 
to build a single straight line from the city gates to the Niagara River. 

Instead, engineers have worked out careful plans by which existing 
transmission lines can be bolstered up and backed up by new trans- 
mission lines, or the voltage capacity of existing lines increased, and 
all of them tied together physically, and the power distributed over 
them to carry them from the major hydro centers of the State—namely, 
the St. Lawrence and the Niagara, if and when developed, to the 
major steam centers of the State and thereby get the kind of inte- 
grated, efficient, economical result that has been obtainable in the 
Tennessee Valley, if I may refer to the TVA. 

One of the most persuasive facts to me about the feasibility of get- 
ting the benefits of Niagara power to New York City is the fact, as I 
understand it, that Consolidated Edison Co., which is the big company 
in New York City, is working very hard to get in on the Niagara 
development. 
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Senator Kerr. As I look at this map, I see that the area served by 
Consolidated Edison Co. is all on the east side of the Hudson River 
and goes on south of the city of New York and is immediately north of 
the city of New York. 

Mr. Ciapp. That is right. 

Senator Kerr. Unless they were to be distributing power some- 
where else than in the area designated as their distribution area, they 
would either have to get the power to this identified area, or get the 
benefit of their proportionate part of it, if consumed elsewhere. 

Mr. Crarr. That would seem so to me, sir. I cannot understand 
any other reason why they would be working so hard to get a share of 
a proposed private redevelopment of the Niagara. 

Senator pak Maybe they are against any combine. I presume 
that is the attitude of the city of New York. 

Mr. Cuarr. The city of New York feels the same way. 

The city of New York wants this opportunity to get some of this 
power kept open—an opportunity that would be assured with enact- 
ment of the Lehman bill. 

Mayor Wagner’s support of the Lehman bill is also based upon the 
crucial relationship between the proper power and scenic resource 
development of the Niagara and the economic well-being of the State 
of New York, the whole Northeast, and the States within reach of 
Niagara’s power. 

Moreover, there is bound up in the Niagara’s future redevelopment 
a great question of national interest. No better evidence of this need 
be cited than the list of distinguished Senators from all regions of the 
country whose names are included with that of Senator Lehman as 
sponsors of S. 1823. 

The city of New York recognizes that the prosperity and welfare 
of the State, the northeast region, and country as a whole have every- 
thing to do with the prosperity and welfare of the 8 million people 
who make up the city of New York. For New York City, as this 
committee knows, is the world’s greatest center of trade, finance, 
and commerce; it is one of the largest centers of manufacturing— 
in fact in the broadest sense, the country as a whole is the trade area 
of New York City. 

The proper redevelopment of the Niagara River, without detriment 
to the scenic beauty of the falls, will produce some 9 billion kilowatt- 
hours of low-cost electric energy each year. 

Senator Kerr. Is that in addition to what is now being generated ? 

Mr. Crarp. That is my understanding, sir. I have heard other 
figures. 

Senator Kerr. Well, this morning, I believe the testimony of the 
distinguished president of the power company was 8 billion. 

Mr. Cuapp. I would not quibble over a billion, Senator. 

Senator Kerr. The general estimates run in the neighborhood of 
8 or 9 billion. As I understood it, that is the estimate of the addi- 
tional power that would be generated over and above what is being 
generated by the facilities now in use? 

Mr. Crarp. That is my understanding, sir. 

Eight or nine billion kilowatt-hours of energy each year, from a new 
and low-cost source, is a large amount of electricity. It is more than 
one-fourth of all the electric energy produced in the entire State of 
New York in 1952, from steam and hydro, from public and privately 
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owned generating plants. The Niagara will produce in 1 year about 
one-fourth of the present annual production of the TVA system of 
dams and steam plants. 

But the point I would like to make clear to this committee for their 
consideration is that the real importance of the potential power of 
the Niagara for the homes, farms, and industrial expansion in New 
York and the Northeast is not in the amount of energy it will gen- 
erate or in its very low cost at the powerhouse. The real and lasting 
effect of this harnessed natural resource depends upon how the power 
is marketed, how and where it is sold to the ultimate consumer, and at 
what rates. If this low-cost power is unwisely sold at the bus bar or 
confined to distribution at or near the site, it will produce a very 
limited local benefit confined to the industries and private utility 
companies already grabbing at this great national asset. 

Under such a shortsighted policy, the people of the State and the 
whole surrounding region would be deprived of a great opportunity 
to benefit manifold from the natural resource that belongs to them. 
But if the policies set forth in the Lehman bill prevail, Niagara power 
can be used as the occasion to create a modern, integrated network 
of transmission, tying the hydro of Niagara and the St. Lawrence to 
the major steam centers of the region and establishing competitive 
yardstick retail demonstrations in the process. 

This approach will produce dynamic local, State, regional, and 
national benefits far beyond the dollar value of the 9 billion kilowatt- 
hours of electricity. The choice between these alternatives and the 
bills pending before this committee is the issue before this committee. 
On that issue, Mayor Wagner registers his clear preference for the 
enactment of the Lehman bill. 

Mayor Wagner’s strong and unequivocal support of the Lehman 
bill carried on in the wise tradition of his father’s leadership in this 
same issue. 

More than 30 years ago, Senator Wagner led the fight in the Senate 
against an earlier plan to turn over Niagara Falls for development 
for private benefit confined to the few at the expense of the many. 

Specifically, the mayor supports the Lehman bill because it con- 
tains safeguards to assure the benefits of low-cost Niagara power to 
the electric consumer; it would require the New York State Power 
Authority, the licensee, to make Niagara power available within 
economic transmission distance and not permit that power to be 
gobbled up by private interests near the site; the Lehman bill stipu- 
lates that preference be given for power sale to public agencies includ- 
ing counties, municipalities, and by States— 
to rural electric cooperatives not organized or administered for profit but 
primarily for the purpose of supplying electric energy to their members as nearly 
as possible at cost— 

Section 2 (b) (1) (A): the Lehman bill would also require the Federal 
Power Commission in licensing the NYSPA to include as a condition 
of granting the license that— 

in the event—the licensee sells power—to any purchaser for resale, contracts 
for such sale shall include adequate provisions for establishing resale rates, to 
be approved by the licensee— 

meaning the State authority—section 2 (b) (5). 

These and the other conditions which under the Lehman bill would 
be a part of the license granted te New York State by the Federal 
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Power Commission, lay the basis for a significant development of a 
public power yardstick demonstration in the region having the highest 
retail power rates in the United States. 

The former Governor of New York, Mr. Dewey, in his 1951 message 
to the legislature, described the plight of New York State in that 
respect in these words: 

The average cost of electricity to New York residential consumers during 1949 
was 22 percent above the national average. The New York cost was 170 percent 


higher than the State of Washington; 146 percent higher than in Oregon; and 
132 percent higher than in Tennessee. 


Governor Dewey pointed out further that— 


with such high costs it is not surprising that the average residential use of 
electricity in New York State is far below the national average. 

He said that residential use of electricity is lower in only seven 
other States and that— 

New York’s people have been denied many of the benefits of the age of 
electricity. 

This situation, Mr. Chairman, begs eloquently for a strong, aggres- 
sive marketing policy applicable to the Niagara power which will 
make lower rates and higher use of electricity possible in New York 
State and in the nearby areas. 

The way to do this is visible for all to see just across the river in 
Ontario, where Ontario-Hydro operates, using Niagara power. 

The business managed, locally owned retail yardstick demonstra- 
tion in the Tennessee Valley has had far-reaching effects in reducing 
rates in nearby areas with salutary effect upon the financial soundness 
of the private utility investment. We need similar demonstrations in 
New York State. 

I appreciate the opportunity to represent the mayor of New York 
City before your committee, Senator, and I know he wishes very much 
that he could have been here to speak directly for himself. 

Senator Kerr. Thank you, very much, Mr. Clapp. I must say he 
has been very ably represented. 

Mr. Crarp. Thank you. 

Senator Kerr. Mr. Robert R. Balmer, National Association of 
Manufacturers. 

Senator Lenman. Mr. Chairman, may I ask, if agreeable to you, 
that two memoranda which have reached me be included in the record ? 
One from Mr. David Dubinsky, president of the International Ladies’ 
Garment. Workers’ Union, and the other one, the Textile Workers 
Union of America, CIO. 

Senator Kerr. Are they statements with reference to this legisla- 
tion ? 

Senator Lenman. Yes. 

Senator Kerr. They may be received for that purpose. 

Thank you, very much. 

(The documents referred to follow :) 


TESTIMONY ON BEHALF OF THE TEXTILE WORKERS UNION oF AMERICA, CIO, sy JOHN 
W. EpDELMAN, WASHINGTON REPRESENTATIVE 


Power Trust propagandists have persistently tried to make it appear that 
a majority of the members of organized labor in the region which Niagara 
hydropower will serve want to give away this priceless natural resource to a 
group of private electric companies. The facts are quite the reverse. CIO 
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nationally and several CIO unions individually have repeatedly testified in favor 
of public operation of the power resource at Niagara Falis. We have clearly 
specified in previous testimony that we urge and insist that in addition to public 
ownership of the hydro-generating plant that the basic Federal power policy 
which requires the preference clause in the transmission of the current to be 
produced shall be written into the legislation. 

Other witnesses representing the CIO have made the principal arguments of 
fered by organized labor in favor of 8S. 1823. The Textile Workers Union en- 
dorses, supports, and reemphasizes the testimony presented by Mr. Jack Curran 
of the Oil, Chemical and Atomic Workers International Union, CIO 

The Textile Workers Union of America appears here particularly in an effort 
to refute and contradict the notion that an appreciable section of the rank-and- 
file membership of the trade-union movement are for the “give-away” legislation 
which would turn over Niagara waterpower to the very combine which has kept 
electric costs high in New York State. One CIO union, the utility workers, has 
taken and continues to support this position. But the overwhelming bulk of the 
C1O membership, both in New York State and in the country as a whole, urge 
the public-ownership position in relation to Niagara Falls. 

If the size of our union’s membership is any factor in the consideration of this 
issue, may we point out that, despite the flight of the textile industry from several 
important cities in New York State such as Yonkers, Amsterdam, Utica, ete., the 
Textile Workers Union of America still has a membership in New York State 
alone which is comparable in size to the membership of the utility workers union 
in that State. In the entire region within which it would be economically feasible 
to transmit electricity from Niagara Falls, the Textile Workers Union of America 
has a membership much larger than do the AFL and CIO unions which are 
working with the private utility companies on behalf of the Capehart-Miller and 
similar bills. 

The Textile Workers Union, CIO is convinced that one of the contributing 
factors causing the migration of industry from the North has been the dispro 
portionately high cost of electricity in areas such as northern New York State, 
New England, and sections of Pennsylvania and Ohio. Moreover, it is painfully 
clear to whoever is willing to look at facts that substantial new industries will 
not locate in these areas from which textile or similar plants have migrated 
until there is a positive assurance of a cheaper and more plentiful supply of 
‘power than is at present available. If Members of Congress have doubts as to 
accuracy of this assertion, we invite and entreat such Members to consult with 
our local union officers in dozens of communities who have toiled and suffered 
for years with other responsible persons in their towns or cities to induce worth- 
while new industries to locate in these particular places. 

Although it is argued that the reason textiles left the North is because of wage 
differentials and that power costs were a very minor issue, the fact is that 
industries who are invited to establish new plants give a very different emphasis 
to this matter of the high price of electricity. 

Indeed, the conviction and consciousness is growing in the ranks of organized 
labor—certainly among the members of the Textile Workers Union of America 
that this critical issue of power costs is inseparable from the question as to how 
and where industry will expand in any section of the country. Our continued 
support of S. 1823 is based on the firm belief that full employment for textile 
workers, and, indeed, for any and all workers, is largely dependent on the policies 
adopted by the Congress in respect to the costs of power supply. 

In addition to our vital concern with such legislation as it affects job possi 
bilities and the stability of existing manufacturing establishments, we are equally 
aware of our interest in this matter as consumers. At the biennial conventions 
of the TWUA the workers from New York and New England and from other 
industrial areas in the mid-Atlantic States meet with textile workers who buy 
power which originates in the TVA system. We also meet delegates from our 
local unions in Oregon whose electricity, generated in the publie-power dams on 
the Columbia River, is even cheaper than the current bought by the householders 
in the TVA region. When our people from these different sections compare notes 
on what their electric bills come to, is it any wonder that we in the North con- 
sider ourselves exploited and overcharged? Although factory wages continue 
to be scmewhat lower in the TVA area, because of lack of trade-union organ- 
ization, many of our families in the South have more conveniences in their homes 
than we do in the North simply because of the fact that electricity in places like 
northern Alabama, northern Georgia, or Tennessee costs about half of what we 
must pay in Utica and Troy, N. Y., in Lawrence or New Bedford, Mass. 
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Is it any wonder, therefore, that the whole power issue is not one that is 
perfunctorily passed on when it comes before convention of the Textile Workers 
Union of America? The rank-and-file member takes the floor to talk about the 
resolution on power policy. This is a subject on which the worker and his wife 
feel deeply and on which they have informed themselves. 

The official position which the TWUA has taken on this matter, and which 
inspires and directs this testimony, is not a doctrinaire position arrived at by the 
officers or staff of the union; our espousal of S. 1823 is the result of a lot of 
hard knocks which our industry has experienced over a considerable period of 
years. We don’t pose as experts on the power issue; but we have followed it 
closely and we speak from experience and considerable study. 

The TWUA-—CI1O once more repeats its urgent and emphatic appeal to the 
Congress to speedily adopt S. 1823 or identical legislation. We feel that it is 
unthinkable that mere greed and shortsightedness should continue to deprive a 
vast and vital region of our country and the Nation as a whole of the important 


benefits which the Niagara Falls power project will bring to a big and important 
section of the people of this country. 


New York, N. Y., July 13, 1955. 
Senator Hersert H. LEHMAN, 


Senate Office Building, Washington, D. C.: 
This is to advise you the general executive board of International Ladies’ 


Garment Workers’ Union, representing over 440,000 workers, has approved the 
following resolution : 


Whereas the revised Lehman bill calls for the development of the waters 
of the Niagara River for power purposes ; and 

Whereas New York State is willing to undertake the necessary construction 
at no cost to the Federal Government; and 


Whereas the revised Lehman bill safeguards the interests of national defense; 
and 


Whereas only the revised Lehman bill safeguards the interests of the consuming 
public, including members of organized labor, by providing low-cost hydroelectric 
power and by setting up a yardstick through pereferences to public bodies, thus 
insuring fair and proper competition and making possible the saving of many. 


millions of dollars to all consumers of electric power in and around New York 
State: Therefore be it 


Resolved, That the ILGWU goes on record as supporting the revised Lehman 
bill (S. 1823) ; and be it further 


Resolved, That we are opposed to pending bills which would clear the way 
for the exploitation and operation of Niagara power resources by private utilities ; 
and be it further 


Resolved, That we call upon Congress to enact S. 1823; and be it further 


Resolved, That the appropriate committees of both Houses of Congress be 
notified of our decision. 


Davin Dustnsky, President. 
Senator Kerr. All right, Mr. Balmer. 


STATEMENT OF ROBERT R. BALMER, NATIONAL ASSOCIATION OF 
MANUFACTURERS 


Mr. Batmer. My name is Robert R. Balmer. For the past 5 years, 
1 have served as a member of NAM’s committee on conservation of 
renewable natural resources. Today, I am speakin 
man of that committee and in behalf of the Nation t 
Manufacturers. 

The NAM is a voluntary membership association of approximately 
20,000 subscribing members. More than 80 percent of this member- 
ship may be described as small business and is representative of a 
broad cross-section of industry from the standpoint of size, location, 
and industrial classification. 

The association is vitally interested in the conservation—wise utili- 
zation—of this country’s renewable natural resources. Due to that 


as vice chair- 
al Association of 
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vital interest, we genuinely appreciate the opportunity to express our 
views with respect to the Niagara Redevelopment Act of 1955. 

The NAM board of directors, constantly alert to the necessity of 
continuing and preserving our free competitive enterprise system, 
reviewed and nelinndd on April 22, 1955, a policy recommendation of 
the conservation committee with respect to the development of the 
— ic power potential of this country. 

I should now like to quote part of that policy position. 


The rapid encroachment of the Federal Government in the field of electric 
power should be halted. When powerplants are a part of multipurpose develop- 
ments and will contribute to the repayment of Federal funds for other beneficial 
uses, the Federal investment in power-generating facilities should be kept to a 
minimum by having investor capital finance the power facilities to the full 
extent of their willingness and capability. 

The Niagara River redevelopment project * * * and any other similar project 
proposals should be left to the investor-owned utility companies. These com- 
panies are able, willing, and have offered to construct all the facilities for the 
production of electric power involved * * * without drain upon the Federal 
Treasury and by means of properties subject to taxation and under effective 
local regulation. 

We believe that the production and distribution of electric energy to the 
general public is in no sense a responsibility of the Federal Government. We 
further believe that developments by investor-owned electric companies are 
in keeping with the principles of the private enterprise system as opposed to 
Federal controls which inevitably follow the nationalization of energy resources 

Senator Kerr. May | interrupt you there for a question / 

Mr. Batmer. Yes, sir. 

Senator Kerr. You were not under the impression that either of 
these bills, if enacted, would bring about the development of this 
power by the Federal Government ; were you? 

Mr. Baumer. Would bring about the development of this power by 
the Federal Government 

Senator Kerr. Yes. 

Mr. Baumer. I believe Senator Lehman’s bill is for the development 
of power at the Niagara Falls, by government. 

Senator Kerr. By which government ? 

Mr. Batmer. By State government. . 

Senator Kerr. As I understand this resolution of yours, it is 
directed against the encroachment of the Federal Government in 
the field of electric power. 

Mr. Batmer. It may say that here, sir, but we mean government, 
whether it is State or Federal. 

Senator Kerr. Now, the one who prepared this resolution was 
perfectly capable of saying what they meant, was he not! 

Mr. Baumer. Yes, sir. 

Senator Kerr. If I am mistaken you correct me, but I believe you 
refer in here to Federal Government twice, and Federal controls once, 
and Federal investment once, and Federal funds once, and Federal 
Treasury, once, and again, Federal Government, but nowhere do I 
find State government, or State controls, or State treasury. 

Mr. Baten. Sir, this is a policy statement which was not specifi- 

cally applied necessarily to the Niagara River redevelopment. it was 
a statement on general power development in the country. However 
in the statement, it did refer to the Niagara River redevelopment, 
because at the time this was made, it had also been proposed that the 
development be made by the Federal Government. 
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Senator Kerr. That is what I understood and I just wondered, 
did your committee or your counsel who prepared this, in view of 
the fact that he uses the word “Federal” in here so often, and “State” 
not at all, and in view of the fact that it is addressed, as it says, 
primarily to the Niagara River redevelopment project, I wonder if 
a conclusion that it was written in opposition to the development of 
the project by the State would be justified by any language in the 
a ion. 

Mr. Batmer. Well, I think by reading what is here, such a belief 
may very easily be understood, as you have expressed it. 

Senator Kerr. I did not understand you. 

Mr. Batmer. From reading what is here, I can understand why 
anybody would question, as you have, whether that was the case, but 
I happened to be on this committee at the time this was developed 
and in the discussien of it and I can assure you that the intent, at 
least, if it is not clear, here, was for private development versus 
Federal or State development. 

Senator Kerr. That conclusion which you arrived at by reason of 
what you heard at the meeting of the committee had to be reached 
on the basis of what you heard, other than what was put into the 
language of the resoltuion, would it not ? 

Mr. Batmer. Yes. 

Senator Kerr. All right, thank you. 

Mr. Batmer. Inasmuch as electric power is a major factor in the 
growth of our economy, the NAM board of directors has expressed 
considerable interest with respect to the various proposals for the 
development of the use of the falling waters of the Niagara River. 

The NAM is conscious of the history of Niagara development. It 
was the imagination of private enterprisers that first conceived the 
idea of obtaining power from the Niagara and their daring and 
initiative some 60 years ago that led to the installation of shithxie 
power facilities on the Niagara River. Users of electricity in the area 
benefited from this daring and initiative. No doubt it inspired 
similar or equally important adventures in other parts of the country. 

The proposed Niagara redevelopment project is solely for the con- 
struction of facilities to produce electric power. None of the con- 
comitant benefits, such as flood control, irrigation, reclamation, and 
navigation through which the Federal Government has strongly 
sought to justify its interest in the development of the water resources 
of this country, are applicable in this instance. 

As NAM views the matter, the problem is simple and a clean-cut 
issue—whether the continued development of electric power in this 
country is to remain a function of private competitive enterprise 
under Government regulation or be socialized. We sincerely hope 
that Congress will uphold the traditional policy of private enterprise 
which has been so beneficial to the Nation. 

The Government’s responsibilities, in our opinion, do not encompass 
competition with its own citizens. Insofar as governmental activity 
invades the field of private enterprise, it threatens the initiative of 
individuals, which has been an inherent objective of our system of 
government, 

In the past some have argued that the scenic beauty of the Niagara 
would be impaired by private development. Such beauty can be pre- 
served under the authority now existing in the International Joint 
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Commission or by other means. Certainly, private industry would 
be expected to cooperate in preserving the natural scenic beauty of 
the Niagara. 

Of very great importance are the monetary aspects of the proposals 
now under consideration. This country is faced with a need for a 
reduced, balanced budget in order to eliminate inflationary pressures 
and allow for tax reductions, which in turn will stimulate the flow of 
venture capital and increase job opportunities for our citizenry. 

The proposed private projects which you gentlemen are considering 
would pay to the Federal Government in excess of $20 million in taxes 
annually, while should the Government operate such facilities, there 
would be no tax revenue derived whatsoever. 

Fundamentally, both private and corporate investors in securities 
issued to finance the proposed private project would pay Federal and 
State taxes on their dividends and interest income. 

In addition, if you gentlemen approve Senator Capelhart’s bill, 
American taxpayers, both private and corporate, will not be faced 
with making up the hidden deficits almost inescapably stemming from 
Government-operated businesses. 

For the reasons outlined above, we strongly urge that this commit 
tee approve legislation which would allow the five New York State 
privately owned utilities to proceed forthwith in redevelopment of 
the Niagara River. 

Senator Kerr. Now, thank you very much, Mr. Balmer, for your 
statement. 

Have you seen this map that has been presented to the committee 
by the president of the Niagara-Mohawk Power Corp. ? 

Mr. fae. I haven’t studied it. 

Senator Kerr. I will request the staff to hand Mr. Balmer a copy 
of it. 

Mr. Baumer. Thank you. , 

Senator Kerr. Now, the last sentence in your statement is: 

We strongly urge that this committee approve legislation which would allow the 
five New York State privately owned utilities to proceed forthwith in redevelop- 
ment of the Niagara River. 

I ask you if the five companies you refer to are those shown on this 
map ¢ 

Mr. Batmer. Yes, sir. 

Senator Kerr. Niagara Mohawk Power Corp., Consolidated Edison 
Co., Rochester Gas & Electric Corp., New York State Electric & Gas 
Corp., and Central Hudson Gas & Electric Corp. 

Mr. Baumer. Yes, sir. 

Senator Kerr. Are they members of your organization ? 

Mr. Baumer. Two of the five are. Rochester Gas & Electric C orp. 
and Consolidated Edison are members of the association. 

Senator Kerr. The others are not / 

Mr. Baumer. They are not on the board of directors. 

Senator Kerr. Do these companies represent the principle that you 
used twice in your statement, one on the next to the last line of page 
1 where you say, “Preserving our free competitive enterprise system,’ 
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and on page 3, in the middle line of the next to the last paragraph 
where you say— 


whether the continued development of electric power in this country is to remain 


a function of private competitive enterprise under Government regulations or 
be socialized? 


Mr. Barer. I am sorry I didn’t get the question with reference to 
t hese—— 


Senator Kerr. Are these companies examples of what you refer to 
in those two places ¢ 

Mr. Batmer. Yes; I think they are general examples of what is 
referred to. 

Senator Kerr. Will you tell me with whom Niagara Mohawk Power 
Corp. is in competition, or Consolidated Edison, or Rochester Gas & 
Electric, or Central Hudson Gas? 

Mr. Batmer. Do you mean selling their energy to residents ? 

Senator Kerr. Well, selling, yes. That is their business, isn’t it? 
Their business is in generating and selling power. 

Mr. Batmer. Yes. 

Senator Kerr. With whom do they compete? 

Mr. Batmer. Well, they are not in competition generally. 

Senator Kerr. Well, specifically, are they ¢ 

Mr. Baumer. In some cases they might be in competition. 

Senator Kerr. Now, would you tell me which one of them is in 
competition; and if so, with whom ? 

Mr. Baumer. Well, they are in competition this way: A new indus- 
try who is looking for a site—many factors become involved in picking 
a site for a new industry. One of them is power. Industry has a 
choice. 

Senator Kerr. Now, as I read this map, it has very definitely sepa- 
rated areas. That in green seems to be served by Niagara Mohawk 
Power. The area in brown seems to be served by Consolidated. An- 
other area, which is a purple color, seems to be served by Rochester 
Gas. Another area of yellow seems tc be served by New York State 
Electric, and that in pink seems to be served by Central Hudson Gas. 

I don’t see any areas that seem to be served by more than one of 
these companies. 

Mr. Batmer. You are correct. 

Senator Kerr. Then, with whom do they compete ? 

Mr. Batmer. They compete with those industries who are looking 
for a location and who have a choice in location. There can be no 
competition with those that are already located. 

Senator Kerr. How are they an example of our free, competitive 
enterprise system, if they do not compete with anybody / 

Mr. Batmer. Well, once your geography is fixed in one of these 
areas, there is not that competition. 

Senator Kerr. Well, isn’t the geography fixed ¢ 

Mr. Bavtmer. Yes. 

Senator Kerr. With whom in this green area does Mohawk 
compete ¢ 

Mr. Batmer. Nobody. 


Senator Kerr. With whom in this pink area does Central Hudson 
compete ¢ 
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Mr. Batmer. You are right; they do not compete in their area. 

Senator Kerr. Now, if there are two automobile companies in one 
of those areas they compete with each other, do they not‘ 

Mr. Bavtmer. Yes, sir. 

Senator Kerr. If 1 is in Detroit and 1 in Flint and 1 in South Bend 
and another in Beverly Hills, they compete with each other, do they 
not ? 

Mr. Batmer. Yes, sir. 

Senator Kerr. These companies do not compete with each other, 
do they ? 

Mr. Batmer. They only compete in a limited way. 

Senator Kerr. Is it so limited that once anybody locates in their 
territory there is no competition / 

Mr. Baumer. There certainly is not except for any expansion that 
company might want to make. 

Senator Kerr. If they want to make it there, there is no compe- 
tition, is there? 

Mr. Batmer. If they want to make it there, there is no compe- 
tition. 

Senator Kerr. If a company was located in Buffalo, could it deal 
with a company serving Binghamton to provide its electricity / 

Mr. Baumer. If the area is fixed, the competition does not exist. 

Senator Kerr. If someone in the area wants power, can they go 
to those who supply it and get competitive bids for what they will 
have to pay for it? 

Mr. Batmer. No, sir. 

Senator Kerr. Then, wouldn't you say you more or less have to 
use your imagination to justify the statement that they are ex unples 
of free, competitive, private enterprise / 

Mr. Batmer. Well, they are not as perfect an example as most 
business is. 

Senator Kerr. Well, is there any similarity between them, and 
other business / 

Mr. Batmer. Yes. 

Senator Kerr. What is it / 

Mr. Baumer. They are privately owned, with private initiative. 

Senator Kerr. They are privately owned but we are talking about 
being in competition with other companies, privately owned. 

Mr. Baumer. In that sense, extremely limited. 

Senator Kerr. Very limited. 

Mr. Baumer. In that sense. 

Senator Kerr. All right. Thank you very much, Mr. Balmer. 

Mr. Ginna 


STATEMENT OF ROBERT E. GINNA, EXECUTIVE VICE PRESIDENT, 
ROCHESTER GAS & ELECTRIC CORP. 


Mr. Gryna. My name is Robert E. Ginna, and I am the executive 
vice president and general manager of the Rochester Gas & Electric 
Corp. 

Senator Kerr. Sit right down, be at ease and make your statement. 

Mr. Ginna. Thank you. 

I should like to say at the outset, Mr. Chairman, that I subscribe 
to the testimony given by Mr. Balmer on behalf of my company, but 
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at the request of my board of directors I am here to emphasize cer- 
{nin phases of the problem, with particular significance, so far as 
Rochester is concerned, 

The Rochester Gas & Electric Corp. serves an important New York 
State area. Over 500,000 people live in the metropolitan area and 
thousands more live in the surrounding rural sections. 

Rochester is well known for its many industries essential to the 
national defense. With its optical, photographic and electronic in- 
dustries, Rochester has often been called the “eyes and ears” of Ameri- 
can defense. 

The Niagara power redevelopment project is one of the largest 
and most economical undeveloped power sites in the country today, and 
the site is only a short economical transmission distance from Roch- 
ester. 

Senator Kerr. What is that distance ¢ 

Mr. Ginna. We are 65 miles from Niagara Falls and my territory 
goes over almost to Batavia, so it goes over almost to within 35 miles 
of Niagara. You have it on the map there. 

Senator Kerr. I don’t have a mile in my mind. There is one on 
the map but I thought you being so intimately associated with it could 
help me there, and provide that which my laziness, or lack of initia- 
tive, had brought about, and tell me the outside limit of the area you 
serve, from Niagara. 

Mr. Ginna. Right along the lake, we are about 65 miles from Ni- 
agara Falls. 

Senator Kerr. Is it 65 miles from Rochester to Niagara ? 

Mr. Ginna. Just about. 

Now, if you are talking about Niagara Falls where the falls is, 
rather than the city of Niagara Falls 

Senator Kerr. As I look at this map you go as much further beyond 
Rochester as it is from Rochester over to Niagara. 

Mr. Ginna. You are quite right. We go about 65 miles east, to 
the outskirts of Oswego, N. Y. 

Senator Kerr. All right, go ahead. 

Mr. Ginna. Its people and industries, including the Rochester Gas 
& Electric Corp., have a recognizable interest in how this additional 
Niagara power is produced and made available. 

While the company is interested in the project from the stand- 
point of the people and industry in its service area, it realizes that 
people throughout the State have a similar and equal interest. 

We see no fair reason why the people in our territory, who carry 
more than their fair share of taxes, should be considered as second- 
class citizens, and certainly not as compared to citizens who ask for 
preference and who avoid their fair share of the Nation’s tax burden. 

Senator Kerr. You say the people in your territory carry more 
than their fair share of what taxes? 

Mr. Ginna. All taxes. Federal taxes, State taxes. 

Senator Kerr. Let’s address ourselves to Federal taxes. 

Now, you understand that this is not to be—that there is no legis- 
lation before this committee to make this a Federal project ? 

_ Mr. Ginna. No, but under operation by the Power Authority of the 
State of New York, it will be tax exempt. 

Senator Kerr. That would pertain, then, with reference to what- 

ever your share of the taxes are in your State. 
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Mr. Ginna. And whatever our share of taxes are of the Federal 
Government’s operation. The least that is paid into the Federal 
Treasury, the more burden on those who pay Federal taxes. 

Senator Kerr. Would that apply specifically to the people in your 

territory or will it apply to eetaie all over the Nation in similar situ- 
ations with you? 

Mr. Ginna. It applies to people who are similarly located as we 
are, namely getting service from taxpaying industry. 

Senator Kerr. Then, insofar as the Federal Government is con- 
cerned, where you say, “We see no fair reason why the people in our 
territory who carry more than ther fair share of the taxes,” would it 
be more accurate to have said, “We see no fair reason why the people 
‘in our line of business’ ” 

Mr. Ginna. I think your point is well taken and I am going to 
enlarge on that if you will let me go on with my statement. 

Senator Kerr. I am not only going to let you go on, I am going to 
encourage you and I hope I will not embarrass you by stopping you 
from time to time to better inform myself as to the language you 
use. 

Mr. Ginna. I am going to cover all the people before I get through, 
Mr. Chairman. 

Senator Kerr. That is fine. 

Mr. Ginna. It is repeatedly said that Niagara’s power belongs to 
all the people of the State of New York. This being true, it follows 
that the benefit should be made available to all the people of the State 
of New York on fair and equal terms. 

It would seem that all could agree to this. Yet those who con- 
stantly emphasize the point that this power belongs to all the people 
are those least willing to sponsor legislation that would truly and 
genuinely make the benefit available to all the people. 

There is only one way that the benefit from Niagara can be made 
available equally and fairly to all the people without favor and special 
—— and that is through the legislation sponsored by Senator 

Capehart and in the House by Representative William Miller of New 
York and Representative George Dondero of Mic higan to authorize 
construction of the project by the companies. 

Under this legislation the companies would construct the project and 
the power would be marketed through existing electric systems. Re- 
gardless of who produces the hydro power at Niagara, it must be 
mixed with the companies’ steam power before it is of any practical 
use to all the people. 

Only by making use of the electric companies’ existing steam gen- 
erating and transmission systems can the power at Niagara be taken 
to the people so as to have greatest value to them at the lowest possible 
cost. 

There is no other way. 

This fact is freely admitted by Army engineers and by the Federal 
Power Commission, but not by the sponsors of the State development 
plan. 

What is good for all the people of the State of New York is best for 
the people of Rochester. The fact that the Capehart-Miller-Dondero 
proposal is the most efficient and economical way to make the power at 
Niagara available to all the peopie explains why the people of Roches- 
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ter and this defense-important area support the construction of this 
project by the five New York State companies. 

There seems to be a serious dispute between the various public 
power groups in New York State on the question of preference and 
the construction of transmission lines to market the power to prefer- 
ence customers. 

We are of the opinion that this matter should be quickly resolved 
by agreeing that everyone in the marketing area should have a prefer- 
ence to this power, that it should be distributed fairly and equally 
without any group or locality receiving special consideration or 
privilege. 

It is of course true that generally certain areas of the State are out 
of the project marketing area. The only way the people in those 
areas can benefit from the project is if it is taxpaying and contributes 
water rental to the State treasury, rather than to be a drain on the 
taxpayers of those areas. 

I have reference to Mr. Clapp, I have reference to the city of New 
York. Speaking now as an engineer, I cannot see any way that any 
of the things that Mr. Clapp said could possibly come about, and the 
people of the city of New York are going to suffer by having a large 
taxation operation do the project. 

Senator Kerr. Does your company have about the same rates to 
industry as those given me this morning by the Niagara Mohawk 
Power Corp. ! 

Mr. Ginna. Our residential rate is higher than that that is avail- 
able to the people of the Buffalo-Niagara Falls area and the reason 
for that is an historic one, namely that we did not have the benefit of 
hydro power in our area. We have some hydro development on the 
Genesee River, but the Genesee River is a very inadequate, and not 
a very large volume river. 

Most of our power is generated by steam. 

Senator Kerr. What is your industrial rate to your large users? 

Mr. Ginna. Our largest customer, Mr. Chairman, is the Eastman 
Kodak Co. I should amend that. Our largest customer is really the 
city of Rochester, for all its public use—schools, street lighting, and 
so on—but as an industrial customer our largest customer is the East- 
man Kodak Co., and for certain power we sell them we get down to 
about 8 mills. 

Senator Kerr. You do not have any industrial customers, then, 
that get the benefit of about a 3- or 4-mill rate / 

Mr. Ginna. No, sir. 

Senator Kerr. Do you serve any municipality in your area that 
has its own distribution system / 

Mr. Ginna. We have one, and if you will look at the map, sir, it is 
located in the southern part of our territory, in Albany territory, 
near the Pennsylvania line, and we wholesale to the village of An- 
gelica. That is the only municipal plant that we sell. 

Senator Kerr. What do you charge there ? 

Mr. Ginna. If I can recall, I think the rate is probably in the 
neighborhood of about 3 mills. 

Senator Kerr. What is the comparable use by the city of Rochester 
for its lighting and other purposes, in relationship to the usage of 
Eastman’ Which is the bigger customer ? 
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Mr. Ginna. I would say in millions of kilowatt-hours the Eastman 
Kodak Co. would be larger. 

Senator Kerr. Percentagewise, how much ¢ 

Mr. Ginna. I am sorry, I cannot tell you. 

Senator Kerr. Are they somewhat comparable / 

Mr. Ginna. In kilowatt-hour use / 

Senator Kerr. Yes 

Mr. Ginna. May I ask one of my assistants / 

Senator Kerr. Surely. 

Mr. Ginna. Now that I have looked at some figures here, | would 
say the city use for schools and street lighting and the public build. 
ings would exceed the kilowatt-hour consumption of the Eastman 
Kodak Co. 

Senator Kerr. What is the average kilowatt-hour rate / 

Mr. Ginna. We do not charge them on the basis of kilowatt-hours 
for street lighting. We charge them on fixtures and poles and lamps. 

Senator Kerr. They pay so much money, don’t they / 

Mr. Ginna. Yes; I can divide that out, if you like. 

About better than 4 cents a kilowatt-hour, but it is not, again, 
comparable because it is like comparing bananas with peaches. In 
street lighting we have to maintain the equipment, and so on. We 
do not maintain any of the equipment for the Eastman Kodak Co. 

Senator Kerr. What is the difference between power you furnish 
the city and the power you furnish Eastman / 

Mr. Ginna. We have to maintain the street lights, clean the globes, 
paint the lampposts. 

Senator Kerr. Insofar as the power is concerned, it is identical ¢ 

Mr. Ginna. To some extent, it is identical. We de tral power at 
high voltages, and they do the transformation down—Eastman Ko 
dak Co. does—but that is not true where we have to deliver current 
to every lamppost scattered all over the city. 

Senator Kerr. Would you be willing to give the committee the 
amount you serve or sell to Eastman, and what you get for it, and 
the amount you sell to Rochester, and what you get for it, and the 
cost of servicing the two accounts / 

Mr. Ginna. Yes, sir. 

Senator Kerr. Thank you very much. We would like to have it. 

Mr. Ginna. As now proposed by State, preference is to be given 
to those who avoid their fair share of taxes rather than giving pref 
erence to all those who already are paying more than their fair share 
of the tax burden. To the extent that some localities and groups 
are given special treatment, to that extent people and industry in 
Rochester are denied what is rightly theirs—economic power which 
the area can use. 

Senator Kerr. Now, would you identify those who avoid their fair 
share of taxes / 

Mr. Ginna. I refer now to municipal plants. I am talking about 
the municipal plants throughout the State. I am talking here with 
reference to any public power project which pays no taxes. 

Senator Kerr. You are not talking here about a public power proj- 
ect; you are talking here about purchasing power. 

Mr. Ginna. That is right. The purchasers of power from a tax- 
exempt public operation are getting an advance over our customers 
who have to pay for taxes in their rates. 
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Senator Kerr. And where you refer here to “Those who avoid their 
fair share of taxes,” you are referring to a municipal plant. 

Mr. Ginna, Yes, sir. 

Senator Kerr. Anybody else? 

Mr. Ginna. Cooperatives. 

Senator Kerr. What kind of a cooperative / 

Mr. Ginna. Rural electric cooperatives. 

Senator Kerr. A rural electric cooperative ? 

Mr. Ginna. Or any cooperative that is not paying taxes. 

Senator Kerr. Are there any other cooperatives than REA, given 
privileges under this bill? 

Mr. Ginna. Any public body. Public bodies are given preference. 

Senator Kerr. Would you read that language to me? 

Mr. Ginna. I don’t have a copy of the bill here. 

Senator Kerr. Is your counsel familiar with it? 

Mr. Ginna. I do not have any counsel with me. 

Senator Kerr. Your assistant? 

Surely it is based on your knowledge of it. 

Mr. Ginna. Certainly, and it is in the record here. Senator Lehman 
has talked about preferences, continuously. 

On page 2 of S. 1823, under section 2, paragraph 1, it says: 

In contracting for the disposition of project power, the licensee being the 
New York Power Authority, shall give equal preference for the purchase of 
such power to counties and municipalities, including their agencies or instru- 
mentalities, departments, agencies, and instrumentalities of New York State, 
rural electric cooperatives not organized or administered for profit but primarily 
for the purpose of supplying electric energy to their members as nearly as pos- 
sible at cost ; the defense agencies of the United States. 

Senator a That is all of them, isn’t it ? 

Mr. Ginna. They are all preference customers under this proposed 
bill. 

Senator Kerr. And they are the ones to whom you refer as being 
“Those who avoid their fair share of taxes”? 

Mr. Ginna. Yes, sir. 

Senator Kerr. What do you think the fair share of taxes of the 
counties and een is? 

Mr. Ginna. Their fair share should be the same as we would pay. 
It should be ieeebl equally. This burden of taxes should be spread 
to everybody. There should not be anybody exempt. 

Senator Kerr. I always thought that counties and municipalities 
collected taxes. I did not know they paid them. 

Mr. Ginna. That is true. They collect them. You and I pay 
them. 

Senator Kerr. Yes. 

Mr. Ginna. And that is what is bothering me. 

Senator Kerr. I am aware of that, and I want you to know that it 
hurts me fully as bad as it does you. 

Mr. Gryna. I am sure it does. 

Senator Kerr. And I mean from the standpoint not of what I help 
collect from you but from the standpoint of what I as a taxpayer 
share with you in paying. 

Mr. Ginna. Thank you, sir. 

We do not believe any real advantage can be obtained by State 
construction of the project. The State can do nothing that the 
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companies cannot do, and State construction only complicates the 
power picture throughout the State by adding a needless instru 
mentality. 

As already noted, the State cannot economically do this job with 
out the electric rE, but the electric companies can do the job 
alone—regulated by the New York State Public Service Commission. 

Here, Mr. Chairman, I should like to pause for just a minute to 
say something about regulation in New York State. I have been in 
the business nearly 35 years, and I sat here with amazement on 
Wednesday when the statement was made that we did not have any 
effective regulation in the State of New York. 

Now, for the benefit of the committee, I think I ought to state for 
the record that the New York Public Service Commission has been 
in existence since 1887, it has six commissioners, a very large legal, 
accounting, and engineering staff, and at this very minute—maybe 
it is too late—no, a quarter to 5—in my office in Rochester, N. Y., 
there is a group of commission accountants and engineers, and they 
are there permanently. They were assigned to my company. They 
are there, and their daily work is to check all of our construction, all 
of our accounting, our plans for servicing the public. They make 
continuous reports back to Albany as to what we are doing, and that 
has been going on for years. And when I sit here, I listen with 
amazement that there is no regulation in the State of New York. 
We can’t issue any securities without going to the commission. We 
cannot do anything in our operations unless we are under the watchful 
eye of the public service commission all the time. 

Senator Kerr. I want you to know that the chairman of this 
committee will take judicial knowledge of the fact that you are amply 
and effectively regulated. 

Mr. Ginna. It seems a bit odd, I might say, for a utilityman to 
come down and defend his public service commission. 

What is more, the companies can make the benefits available to the 
greatest number of people—the State cannot do this unless it 
through the a 

That the New York Power Authority does not intend to do this is 
evidenced by the steps it has already taken to market St. Lawrence 
power on a preference basis. And I might say here that we made 
a request at the power authority to find out if any power from the St. 
Lawrence was going to be made available to us—and we are within 
a very short distance of the project on the St. Lawrence River, and 
we were advised that we were not going to be included and at the same 
time we were submitted a memorandum of marketing policy by the 
State power authority wherein preference was to be given, and, as 
Congressman Miller stated this afternoon, the Power Authority of 
the State of New York has ignored us and has proceeded to make 
contracts with Plattsburg, with the State of Vermont, with everybody 
except the power companies. 

As to costs, the companies can produce the power and make it 
available just as cheaply from the st: mndpoint of the overall economy 
as can any other entity, Federal or State. Power is cheap and ample 
in this country and in New York State because the electric companies 
have made it so. It is cheap because of our technology, engineering, 
and operating practices. 


t does it 
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It is not cheap because some groups can avoid costs like supporting 
essential governmental services by shifting their fair share of taxes 
to others. 

This Niagara matter I must emphasize is a national issue and not 
just a local one involving the areas where these problems are now 
being actively considered. 

In our zeal to develop certain natural resources and get all the 
benefit we can from them, we should not set up special privilege that 
endangers the future of our country be violating the principles of 
our economic system that have done so much to make this country 
great. 

Here I would like to pause again and say I was also amazed at the 
reference of profit to our operation, as though there was something 
sinister in profit. Well, that is the American system, but let me say, 
Mr. Chairman, with respect to profit—you will recall Mr. Machold 
said we were on a cost-of-service basis and with your permission may 
I say this. What is in our cost of service? It is the cost of labor, 
it is the cost of materials, the taxes we are paying, depreciation to 
provide for the replacement of our facilities, and then what we have 
to pay you and you for the cost of money. 

Senator Kerr. For what ! 

Mr. Ginna. For the cost of money. We have to go out and sell 
bonds and we have to pay somebody for the use of that money. 

Senator Kerr. Let’s get the record straight. I would like to be in 
on that, but I “ain’t.” 

Mr. Ginna. What I am trying to bring out is beyond the cost of 
money there is not anything left. If there is anything left the public 
service commission says, “Put it in your plant,” and that is where 
it goes, 

If our country is to grow and prosper, we must have equality of 
opportunity and equality of taxation rather than special advantage 
and privilege to certain groups. Yes, cheap power may be a benefit 
to a particular area, but nevertheless we should not set up conditions 
that tax the existing customers and power companies and thereby 
appear to make it economic to spend more taxpayers’ money to build 
facilities that duck taxes. 

While the avoidance of taxes in a certain area may help that partic- 
ular area, we must consider the drowning effect on all enterprise 
in other areas that are forced to carry more than their share of taxes. 

This issue is a very vital and fundamental one, more than is gen- 
erally realized, because if tax avoidance is to justify either State or 
Federal Government in the power business in a fully developed area 
like New York State, then every other State is entitled to avoid taxes 
in their power bills, and socialization of our industry cannot be 
stopped. 

This pattern which got started in certain undeveloped areas should 
now be stopped, while it involves only some 12 percent of the country. 

In a State project I see very little regard for the public interest by 
making a vast investment in a local area in tax-exempt properties to be 
financed by tax-exempt securities. Such a policy has been claimed by 
authorities on the subject to serve to benefit persons of wealth more 
than the borrowing public, and again represents tax avoidance by 
certain groups. 
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For these reasons, the Rochester Gas & Electric Corp. urges prompt 
consideration of legislation authorizing the tive New Yor k State elec- 
tric companies who are willing and waiting to build this project to 
proceed immediately. 

Senator Kerr. Thank you, very much, Mr. Ginna, for your state- 
ment. 

Mr. Ginna. Thank you, Mr. Chairman. 

Senator Kerr. Mr. James Finke. 

You may proceed. 


STATEMENT OF JAMES E. FINKE, DIRECTOR OF RESEARCH, 
CITIZENS PUBLIC EXPENDITURE SURVEY, INC. 


Mr. Finke. Mr. Chairman and members of the committee, my name 
is James E. Finke. I am director of research of the Citizens Public 
Expenditure Survey, Inc., a taxpayers’ organization with member- 
ship throughout the State of New York. 

Our organization endorses the Capehart-Dondero-Miller bill pro- 
viding for development of the Niagara power project by private tax- 
paying business. 

If private business is authorized to develop the Niagara project, 
a great new taxpayer will be created in New York State to help carry 
the weight of Federal, State, and local taxes. 

Personal income and unincorporated business taxes were increased 
in our State this year. Gasoline taxes will increase on January 1, 1956, 
if a highway bond issue is approved by the electorate in November. 
A State commission on fiscal affairs of State government reported this 
year that State spending under present programs will far outstrip 
State collections under the present tax structure in the next decade, 
making the need for added State revenue inevitable. 

Our “municipalities and school districts are straining their revenue 
sources to meet the demands of their growing expe snditures. 

The State of New York currently is engaged i in a campaign to pro- 
mote the growth of business and industry. The taxpayers of our 
State applaud that campaign. We need more, not fewer, taxpayers to 
share the taxload. 

In the face of that situation, bills are before your committee which 
would kill off a prospective $23 million-a-year taxpayer in the State 
of New York and put in its place a tax-free business operation under 
State government ownership. 

The arguments for State development of the Niagara project rest 
primarily on the following three claims: 

1. That the electric power produced by a government owned and 
operated powerplant could be sold to consumers at less than the cost 
of the same power produced in the same plant under private business 
management. 

2. That Government ownership is necessary to bring the benefits 
of “ Niagara development to all the people of the State. 

That Government ee is necessary to preserve the scenic 
biniity and recreational values of Niagara Falls and park area. 

Testimony before your committee clearly establishes that the power- 
generating facilities to be constructed will be the same under either 
public or private development; that the remedial works and regula- 
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tion of waterflow will be identical; and that any additions to public 
park and recreational facilities will be equally feasible in either case. 

There is, therefore, no merit to the contention that Government 
ownership is necessary to preserve the scenic beauty and recreational 
values at Niagara Falls. 

Direct benefits from use of the power to be developed at Niagara 
are limited to the people within economic transmission range. Eco- 
nomic transmission range is determined by the natural laws of physics 
which make no distinction between publicly and privately owned 
electricity. 

More than half of the population of our State, including all of the 
city of New York, is outside economic transmission range of Niagara 
Falls power. That power cannot be delivered to their homes and 
places of employment at less cost than the power they are now 
receiving. 

Although public ownership of the Niagara development will not 
bring the cheaper power to them, it will require them to help make up 
the tax loss resulting from public ownership of the power develop- 
ment. Under private ownership of the development, there would be 
no tax loss and, consequently, no shifting of those taxes to that seg- 
ment of more than half of our population outside the economic trans- 
mission range. 

Obviously, then, private development and not public development 
of the Niagara power project will best serve the interests of all the 
people of the State. 

The cost of electric power to consumers within the economic trans- 
mission area will be reduced whether the power is developed by public 
or private management. That reduction will result from the savings 
in cost of generating the power through use of falling water rather 
than steam produced by burning coal. 

Further reduction in cost to consumers would be possible under 
public development to the extent that the State-owned powerplant 
escaped paying taxes. 

Tax exemption, however, is not a saving. It is merely a shifting 
of tax costs. What the consumer of electric power would save in lower 
power rates from tax exemption would have to be made up in higher 
taxes elsewhere in the tax structure. 

Local governments in New York State derive the greatest part of 
their locally raised tax revenue from the real property tax. Real 
property taxes not paid by tax-exempt property are automatically 
shifted to other real property on the tax rolls. 

The real property taxes escaped by a State-owned powerplant would 
be shifted to homeowners and taxpaying business property. Those 
taxpayers would be paying that tax cost in proportion to the valuation 
of their real property rather than in proportion to the amount of elec- 
tricity they consume. 

Under our State tax system, State taxes are collected approximately 
as follows: One-third from personal income tax, one-third from taxes 
on business income, and one-third from taxes on consumption. 

The State taxes escaped by the tax-exempt powerplant would be 
shifted to those three tax sources instead of being paid in proportion 
to the electricity consumed. The taxes which are a proper part of the 
cost of producing electric power would be paid by taxpayers in pro- 
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portion to the gasoline they use, the cigarettes they smoke or their 
personal income, or hidden in the price of the goods and services they 
buy. A similar tax shifting of the Federal tax component would 
take place. 

All these shiftings create inequities in taxation. Our statewide 
organization of taxpayers in New York State is opposed to those 
inequities. Weare, therefore, opposed to any bill which would estab- 
lish tax-exempt government ownership of the Niagara power develop- 
ment. We strongly urge enactment by the Congress of the Capehart- 
Dondero-Miller bill providing for development of the Niagara power 
project by private taxpaying ‘business. 

Senator Seon: Thank you, very much, Mr. Finke. 


Will you furnish the committee a list of your membership 
Mr. Fixxe. Yes, sir. 

Senator Kerr. Thank you, very much. 

(The statement of membership requested is as follows :) 


CITIZENS Pusiic EXPENDITURE SuRVEY, INc., OF New YorK STati 
OFFICERS 


Norman J. Gould, chairman Robert EB. Consler, vice chairman 
Garth A. Shoemaker, president George B. Knowlton, Jr., vice chairman 
George W. Brooks, treasurer Walter O. Howe, executive vice presi 
Myron W. Whitbeck, vice chairman dent and secretary 


BOARD OF TRUSTEES 


George W. Brooks, vice president, the National Bank & Trust Co., Norwich 

Lawrence S. Callaghan, vice president, the Todd Co., Rochester 

Frank C. Carpenter, publisher, Freeman’s Journal, Cooperstown 

Avery Claflin, Brooklyn 

William W. Conde, president, Conde Hardware Co., Watertown 

Robert E. Consler, comptroller, St. Lawrence University, Canton 

Ralph H. Davies, president, Homestead Savings & Loan Association of Utica, 
Utica 

Charles L. Dickinson, assistant to general manager, Cooperative Grange League 
Federation Exchange, Inc., Ithaca 

Curtis F. Falldine, comptroller, Acme Electric Co., Cuba 

Denton A. Fuller, president, the Citizens National Bank of Wellsville, Wellsville 

Norman J. Gould, president, Goulds Pumps, Inc., Seneca Falls 

Emil L. Johnson, textile consultant, Price Fire & Water Proofing Co., Pough- 
keepsie 

George E. Knowlton, Jr., president, Binghamton Laundry, Inc., Binghamton 

Franklin S. Koons, vice president, the Nassau County Trust Co., Mineola, Long 
Island 

Wesley A. Nord, vice president, Union-National, Inc., Jamestown 

William LD). Roesser, vice president and secretary, J. W. Clement Co., Buffalo 

Samuel V. Schoonmaker, Jr., president, John Schoonmaker & Son, Inc., Newburgh 

Garth A. Shoemaker, vice president, Hygeia Refrigerating Co., Inc., Elmira 

Robert G. Soule, vice president, Onondaga Radio Broadcasting Corp., Syracuse 

George H. Spring, executive director, Ticonderoga Chamber of Commerce, 
Ticonderoga 

Harold B. Stinson, general contractor, Lockport 

Myron W. Whitbeck, comptroller, Mica Insulator Co., Schenectady 

©. Vincent Williams, national director of special events for Coca-Cola Co., New 
Rochelle 


Senator Kerr. Mr. C. I. Weaver, Ohio Fuel Gas Co., Columbus, 
Ohio. 

Mr. Orrin A. Burrows, assistant to president, International Brother- 
hood of Electrical Workers. 
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STATEMENT OF ORRIN A. BURROWS, ASSISTANT TO PRESIDENT, 
INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS 


Mr. Burrows. Mr. Chairman and members of the committee, my 
name is Orrin A. Burrows, legislative representative of -the Inter- 
national Brotherhood of Electrical Workers, an affiliate of the Ameri- 
‘an Federation of Labor. 

Now, I wish to file, with the permission of this committee, a state- 
ment for the record, in support of the Capehart bill (S. 6) in favor of 
private enterprise developing the Niagara project. 

Senator Kerr. You may file that statement with the reporter. 

(The statement referred to follows :) 


STATEMENT OF J. Scotr MILNE, INTERNATIONAL PRESIDENT, INTERNATIONAL 
BROTHERHOOD OF ELECTRICAL WORKERS (AFL) 


This statement is being filed with the Senate Committee on Public Works by 
J. Scott Milne, international president of the International Brotherhood of Elec- 
trical Workers (AFL), a labor organization having a membership of more than 
600,000 in many branches. of the electrical industry. The IBEW strongly sup- 
ports the Capehart bill (S. 6) providing for development of the Niagara project 
by private enterprise. 

The Niagara project contemplates the expenditure of over $400 million to 
construct new powerplants and other facilities which will produce an additional 
1,100,000 kilowatts of dependable capacity. This project, which involves the 
utilization of the waters of the Niagara River for power purposes, has no con- 
nection with the multipurpose St. Lawrence seaway and power project. 

Although there is virtually no disagreement as to the advisability of the Ni- 
agara project, there is controversy over whether the project should be developed 
under public or private auspices. 

The International Brotherhood of Electrical Workers, after giving careful 
consideration to this matter, has concluded that it is in the best interests of the 
public and of organized labor to support the development of this project through 
private enterprise. 

Five large private utility corporations have the ability, the experience, and the 
private funds to do the job. As American citizens we believe that the facilities 
of private enterprise should be utilized wherever available because (1) to do 
so will avoid an increase in the public debt and the present staggering burden 
of taxation, and (2) the Government should not invade the field of private enter- 
prise where private citizens and companies can and are willing to do the job. 

In this connection, we should like to call the attention of the committee to a 
statement on the Capital Transit situation made by Senator Morse on the floor 
of the Senate on Thursday, June 30, 1955. He proposed that the Congress lift 
the franchise of the Capital Transit Co. by giving a year’s notice (Congressional 
Record, June 30, 1955, p. 8198, col. 1) and then went on to say: 

“Someone may ask if, indirectly, we are attempting to have Government 
ownership of the system; because when one is a liberal, there is always an 
attempt to smear him with the representation that he is for Government owner- 
ship. I am against Government ownership of anything in this country which 
can be operated by private enterprise. I am for working out a program under 
which the Government will assist private enterprise when assistance is needed” 
(Congressional Record, June 30, 1955, p. 8198, col. 2). [Italics supplied.] 

We believe that the principle stated by Senator Morse concerning the Capital 
Transit Co. situation in the sentence underlined in the above quotation is 
exactly applicable to the Capehart bill (S. 6) plan for developing the Niagara 
project by private enterprise. And, it should be noted especially that the bill 
(S. 6) is based upon the proposition that private enterprise can do this job 
without any assistance from government. 

But as members of organized labor, we all have a much more direct interest 
in the private construction and operation of this project. Many job opportuni- 
ties will be provided both in the construction and operation of the project. Union 
conditions and collective-bargaining agreements can best be secured if the con- 
struction and operation of the project are performed by private utility com- 
panies. This is a point of most vital importance for it has been our experience 
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in many localities that public operation of power facilities has meant the destruc 
tion of collective-bargaining agrements and local unions 

In the State of Nebraska, for example, the public-ower authorities claimed 
sovereign rights and eliminated the collective-bargaining agreements previously 
held by the IBEW with private companies. The IBEW has had similar adverse 
experience with public-power authorities in other States. Furthermore, in the 
case of private operation, we have the right to strike if the management be 
comes arbitrary; we have no such right in the case of public operation—labor 
has no check on the arbitrary action of public-power management. 

For all of these reasons, the IBEW is supporting the provisions of the Cape- 
hart bill (S. 6) which requires private construction and operation of the Niagara 
project. 

There is a general consideration which I wish to call to your attention. 
Twenty years ago the IBEW was a strong supporter of public power as a check 
and a yardstick on the private-power companies. We stood on that position 
hecause we believed it was in our own interest and in the interest of the public. 

Our experience in recent years has convinced us that it is now necessary to 
have a check and a yardstick on public power. The enactment of S. 6 furnishes 
* a splendid opportunity to accomplish this object. 

The above statement sets forth the consistent position of the International 
Brotherhood of Electrical Workers on the questions raised by this bill since 
the introduction of legislation before the Congress providing for the develop 
ment of the Niagara power project by private enterprise. A similar statement 
was made by my predecessor, the late International President D. W. Tracy, which 
appears on page 343 of the hearings before the Senate Committee on Public Works 
held April 14, 1954. 


Mr. Burrows. In addition, I have been asked to introduce testimony 
for the New York State Federation of Labor in support of the Cape- 
hart bill. 

Senator Kerr. It will be received. 

You do not have a statement of your own / 

Mr. Burrows. No, sir, I had to present this for Mr. Millen, who 
had to leave the city. 

Senator Kerr. Thank you, very much. 

Mr. J. E. Nicholson, Brookville, Pa. ? 

Well, I must say the reporter and the press and everyone has been 
very patient. 

If there are no further witnesses we will recess the hearing and 
keep it open pending the further decision of the committee and we will 
meet again at 10 o’clock Monday morning for other bills which were 
not completed the other day. 

(Whereupon, at 5 p. m., the subcommittee recessed to reconvene at 
the call of the chairman.) 

(Additional statements received are as follows: ) 

PENNSYLVANIA FEDERATION OF LABOR, 
Harrisburg, Pa., September 2, 1982. 
To All United States Congrcssmen from Pennsylvania: 


DEAR CONGRESSMEN: At the recent session of the executive council of our 
federation the members reviewed the final resolve contained in resolution No. 22, 
which was adopted with instructions to transmit a copy of same to all Penn- 
sylvania Members of Congress and as well Senators Martin and Duff. I here- 
with quote the resolve: 

“Resolwed That the Pennsylvania Federation of Labor in meeting assembled, 
go on record as favoring the development of the hydroelectric potential of the 
Niagara River by the private electric companies in the State of New York as 
is proposed by the Capehart-Miller bill and that the secretary be instructed to 
send a letter to all the Congressmen and Senators from this State so advising 
them of our position.” 
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Any support you may be able to give to this stated objective will be sincerely 
appreciated. 
Sincerely yours, 
James L. McDevirr, 
President. 
Ear. C. Boner, 
Secretary-Treasurer. 


EMPIRE STATE CHAMBER OF COMMERCE, INC., 
Albany, N. Y., July 12, 1955. 
Hon. Epwarp MARTIN, 
Senate Public Works Committee, Washington, D. C. 


DEAR SENATOR MARTIN: This week the Senate Public Works Committee will be 
hearing testimony on the politically controversial Niagara power development. 
Our views on this subject are well known to you. 

On the basis of testimony to be presented before the committee, if this project 
is considered on merit and unrelated to other water-use projects involving flood 
control, irrigation, navigation and other considerations which have led to Federal 
power development, the committee, I am sure, will be persuaded in favor of 
development by the publicly regulated power companies. 

If the wishes of those directly concerned, the potential users of the energy to 
be developed, were to be granted there would be no subsidized power development 
at Niagara. This has been well demonstrated in the testimony before your group. 

We are opposed to subsidized power elsewhere. It is not needed or desired 
here. 

Sincerely, 
WriLirAM A. MIZLIis, 
Executive Vice President. 


ALBANY CHAMBER OF COMMERCE, 


Albany, N. Y., July 12, 1955. 
Hon. EDWARD MARTIN, 


Senate Office Building, Washington, D. C. 


DEAR SENATOR MARTIN: The members of the Albany Chamber of Commerce are 
among the great many people in New York State who have repeatedly urged 
the development of-power at Niagara Falls by private enterprise. While we are 
opposed to the overall plan of public power, we are particularly exercised about 
the project at Niagara Falls because it is purely a matter of power development 
with no elements of flood control or reclamation involved. 

We sincerely hope that your subcommittee considering Niagara power develop- 
ment will go on record for private enterprise. 

Cordially yours, 


RAYMOND J. KINLEY, President. 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., July 14, 1955. 
Re development of hydroelectric power at Niagara Falls. 
Hon. RoBERT S. KERR, 
Chairman, Subcommittee on Flood Control, Rivers, and Harbors, 
Senate Committee on Public Works, 
Senate Office Building, Washington, D.C. 

DraR SENATOR KERR: The American Farm Bureau Federation respectfully 
recommends the enactment of legislation to provide for private development of 
the power resources of Niagara Falls. 

Our recommendation on this issue is based upon long-established policy of 
the federation relating to this issue, restated most recently at our last annual 
meeting by the official voting delegates of the member State farm bureaus as 
follows: 

“The production, transmission, and distribution of power should be primarily 
a function of private enterprise, either cooperative or noncooperative. The 
entry of the Federal Government into the power business should be restricted 
to those instances where adequate development cannot be had otherwise.” 

It will be appreciated if you will include this letter in the record of the hearing. 

Very sincerely, 
MATT TriGe6s, Assistant Legislative Director. 
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STATEMENT OF Louis P. MARCIANTE, PRESIDENT oF New JERSEY STATE FEDERATION 
or Lasporn, NEWARK, N. J. 


My name is Louis P. Marciante ; my address is 119 Morningside Drive, Trenton, 
N. J. 

I am president of the New Jersey State Federation of Labor, comprising 
approximately 400,000 AFL members in the State of New Jersey. 

I am also a member of the international executive council of the Interna- 
tional Brotherhood of Electrical Workers of the American Federation of Labor. 
The IBEW has in excess of 600,000 members. 

In both capacities, as representative of these workers, I oppose S. 1823, gen- 
erally known as the Lehman bill, and any other related bills which would grant 
a license to develop eleetric power at Niagara to any Federal, State, or other 
governmental authorities or agencies. 

The New Jersey State Federation of Labor is on record by resolution in opposi 
tion to the development of power by any public body where private enterprise 
is able and willing to do so. 

The International Brotherhood of Electrical Workers has registered its hos- 
tility by repeated resolution, in full convention and in testimony and statements 
presented to various committees and subcommittees of the Congress. 

I will attempt to state the reasons for that opposition briefly but clearly. 

The men whom I have the honor to represent are both good union workers and 
good citizens. 

They feel that as workers they have every right to protect the hard-won job 
standards they have set up over the years. In private industry those rights 
and standards are protected by the law of the land, and when that fails they 
ean use their basic freedom to refuse to sell their services on an unfair basis. 

In working for a governmental body we have no such rights. Where fair 
standards in such employment exist they prevail not by right but by whim. 

The provisions of the Davis-Bacon Act or the Walsh-Healey Act are complied, 
or not complied, with as a matter of bureaucratic choice. 

The International Brotherhood of BDlectrical Workers, in particular, has 
had bitter experience in the power field with Federal, State, municipal, REA, 
and other public power bodies and agencies. 

They have had their rights of certification and bargaining denied. 

Contract standards, working conditions, and benefits established in private 
industry by long, and at times bitter, struggle are either not recognized or are 
whittled down. 

If and when employment conditions become intolerable they cannot in most 
eases use their last defense, the concerted refusal to sell their services until 
those conditions are corrected. 

Their right to strike is curtailed or banned. 

This is no exaggeration. The basic hostility of public power bodies to labor 
was shown by the very power authority of the State of New York, to whom 
the Lehman and related bills would give the Niagara license. It was forced to 
modify its contract with the Aluminum Company of America for St. Lawrence 
power because it contained a strikebreaking clause. 

Governor Harriman, of New York, forced that revision, but the major influ- 
ence on his decision was the protest of unions, both friends and foes of -public 
power, to its inclusion. 

The unions friendly to public power who saw and fought that obvious anti- 
labor clause are novices. 

The International Brotherhood of Electrical Workers, AFL, are experts in 
spotting these weasel clauses. They have had to live, work with, and fight them 
for 20 years. 

The amateur unions missed a real and effective antilabor clause in the con- 
tracts of the power authority of the State of New York fer St. Lawrence power. 

It is section M of the general power provisions. That section reads: “If, in 
the maintenance of their respective power systems and/or electrical equipment 
and the utilization thereof for the purposes of this contract, it becomes necessary 
by reason of any emergency or extraordinary condition for either party to request 
the other to furnish personnel, materials, tools, and equipment for the accom- 
plishment thereof, the party so requested shall cooperate with the other and 
render such assistance as the party so requested may determine to be available.” 

It seems obvious to the IBEW under this provision that in a strike which is 
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certainly “an emergency or extraordinary condition,” either party would be 
under contractual obligation to furnish personnel, or in plainer language, strike- 
breakers. 

That clause is in all the contracts so far negotiated by the Power Authority 
of the State of New York for St. Lawrence power. 

It is made inapplicable in just one, that negotiated with the public service 
commission of the State of Vermont. 

If the honorable members of this subcommittee need proof that the clause 
quoted aims at strikebreaking, I would like to raise the question why it was not 
made applicable in the Vermont contract? 

The only reasonable and logical conclusion to which we can come is that under 
the Byrnes Act it is a Federal offense to transport scabs across State lines and 
for the scabs to cross one. 

At this point may I give a few words of advice to the sincere but, in our 
opinion, uninformed unions who may have other views. 


Few, if any, of them have ever had to work for governmental agencies and 
authorities. 

The IBEW has. 

We know the conditions and standards of employment which generally prevail. 
We think that IBEW, by experience and AFL charter jurisdiction is qualified 
to judge them and these other unions are not. 

We would consider it entirely outside our province to urge on CIO's auto- 
workers, for instance, that they accept substandard working conditions so that 
some governmental body could subsidize a cheaper car. 

That is what they would be asking us to do. And public-owned power is 
subsidized power. 

Cheaper rates do not mean cheaper power where the subsidy comes out of 
their pockets and our pockets in higher taxes. 

As good citizens first and workers second, we would subordinate our interest 
if there were a real and general good from public-power development. As other 
statements will show, cheaper public power is a sham. 

I would like to put into the record excerpts from a letter written April 16, 
1953, by the late president of the International Brotherhood of Electrical Work- 
ers, AFL, Mr. D. W. Tracy. 

It was sent to all public utility local unions of the IBEW and summarizes 
that union’s position on public-power projects as follows: 

“This letter is being written to you for the purpose of giving you information 
on the Niagara power project and the Federal legislation which is pending on 
this subject. 

“The International Brotherhood of Electrical Workers, after giving careful 
consideration to this matter, has concluded that it is in the best interests of the 
public and of organized labor to support the development of this project through 
private enterprise. 

“* * * Union conditions and collective-bargaining agreements can best be 
secured if the construction and operation of the project are performed by pri- 
vate utility companies. This is a point of most vital importance for it has been 
our experience in many localities that public operation of power facilities has 
meant the destruction of collective-bargaining agreements and local unions. In 
the State of Nebraska, for example, the public-power authorities claimed sov- 
ereign rights and eliminated the collective-bargaining agreements previously 
held by the IBEW with private companies. The IBEW has had similar adverse 
experience with public power authorities in other States. Furthermore, in the 
case of private operation, we have the right to strike if the management becomes 
arbitrary ; we have no such right in the case of public operation—labor has no 
check on the arbitrary action of public power management. 

“There is a general consideration which I wish to call to your attention. 
Twenty years ago the IBEW was a strong supporter of public power as a check 
and a yardstick on the private power companies. We stood on that position 
because we believed it was in our own interest and the interest of the public. 

“Our experience in recent years has convinced us that it is now necessary to 
have a check and a yardstick on public power. The enactment of S. 689 and 
H. R. 2289 with appropriate amendments furnishes a splendid opportunity to 
accomplish this object. 

“Fraternally yours, 


“1D. W. TRAcyY, 
“International President.” 


TH teed ae oe 6h ~~~ — et 


— 


“wi tin oho Ua a CO loft oe 


ak Gt. ant 


tHHhmhatna oa 2h tnd 





NIAGARA RIVER POWER PROJECT 


In conclusion, I ask that you permit me to make the observation that in recent 
years tons and tons of lip service have been rendered to advocate private enter- 
prise and to what we call the American way of life, by public officials and those 
in political life. Now here is a clear-cut opportunity to choose between what we 
claim we stand for, private enterprise willing and able to do the job and not 
allowed to do so by those advocating public ownership. 


UNITED States SENATE, 
Washington, D. C., July 14, 1955. 
Hon. Rosert S. Kerr, 
United States Senate, Washington, D. C. 


My Dear Senator: In regard to the current hearings you are holding on 8. 
1823 and S. 6, I have received a telegram from Mr. 8. V. Campbell, president of 
the New York Rural Electrification Cooperative Association. Mr. Campbel! asks, 
in his telegram, that you hold the record open to receive statements which various 
REA’s in New York are preparing. The telegram explains why there will be 
some delay in submitting these statements. 

I would appreciate it very much if you would place this telegram in the record 
of the hearings, along with such statements as are submitted by rural electrifi- 
cation cooperatives in New York State. 

With kindest personal regards, 

Yours very sincerely, 


Herbert H. LEHMAN. 


New YorK RURAL ELEctTric CooPerATiIve ASSOCIATION, 

Dethi, N. Y., July 13, 1955. 

Senator HerBert H. LEHMAN, 
Senate Office Building, Washington, D. C. 
Dear SENATOR: The New York Rural Electric Cooperative Association of which 

I am president is 100 percent in support of your proposal for developing Niagara 
Falls. Since 1950 many support resolutions have been adopted by our State 
organization as well as at annual meetings of consumers of the individual co- 
operatives. The public support claimed by the private utilities was obtained 
by devious methods and cannot be taken as indicative of the feeling of the 
people of this State. As the directors of the rural cooperatives are confined to 
their hayfields this time of year it is impossible for them to appear at the hear- 
ing. Kindly request the committee to keep the record open for statements we 
will mail you. 

S. V. CAMPBELL, President. 


STATEMENT OF STANLEY V. CAMPELL, PRESIDENT, NEw YorK Rvurat ELecrric 
COOPERATIVE ASSOCIATION, REGARDING BILLS FOR DEVELOPMENT OF NIAGARA 
Fats 

JULY 15, 1955. 

I am a dairy farmer from Delhi, N. Y. For 14 years I have been a director 
of the Delaware County Electric Cooperative, Inc., and I am president of the 
New York Rural Electric Cooperative Association. 

The rural electric cooperatives in New York and neighboring States want to 
obtain a cheap source of power so rates to our consumers can be lowered. Low- 
cost power to farms of the Northeast is necessary to greater utilization of elec- 
trical farm equipment. 

The cooperatives serve sparsely settled rural areas where electrical service 
was not provided by the private companies enjoying exclusive franchises. Only 
by building their own lines was it possible for these rural people to enjoy an 
improved standard of living. There is nothing socialistic about farmers providing 
this service for themselves. 

The New York rural electric cooperatives urge early approval of the Lehman- 
Davidson bill for the proposed Niagara project. This bill provides sale of power 
on a fair basis to bring the maximum benefits to residential and farm con- 
sumers whether now served by a cooperative, a municipality, or a private com- 
pany. The essence of this bill is the requirement of first sale and delivery of 
power to the nonprofit cooperative and municipal systems whose power savings 
will be passed directly to the consumers in lower rates. 
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The clear-cut preference in this bill will result in lower rates to consumers of 
the private utilities in New York. This will be accomplished through introduc- 
tion of an element of competition that will encourage the private utilities to 
reduce unnecessary expenses and sell more power to bring down unit costs. With 
the municipal and cooperative systems selling power at low rates to domestic con- 
sumers, the utility companies will attempt to meet this form of competition. 
This has been the experience in other sections of the country where, with lower 
retail rates and greater power sales, the utilities have prospered more than ever 
before. 

We have no objection to sale of power to industry, but we feel the intention of 
the New York law should be carried out, and this can be done leaving substan- 
tial blocks of power for industry. It seems, however, the existing or prospective 
indnstries in several parts of New York should have an opportunity to buy lew- 
cost power and create new employment. It does not seem right to us as farmers 
to limit the creation of new jobs to the immediate vicinity of the power project. 
Many depressed areas in New York are not near Niagara Falls. With high 
capacity backbone transmission lines built by the power authority industrial 
power could be sold at various locations in the State. 

In order to carry out the intent of the New York Power Authority Act of 1931 
it will be necessary for the State to build a number of transmission lines so 
the benefits of this great natural resource will reach to as many people as possi- 
ble. Without such lines the power can be “bottled up” near the Niagara frontier 
and there will be no indirect competition between public and private power 
suppliers. This competition is needed if the people of the State as a whole 
are to realize the maximum savings from this public project. 

We recommend the Lehman-Davidson bill for approval by the Congress this 
year. It is in accordance with Federal and New York State power policy of 
many years and the 1950 treaty with Canada making this project possible. 





DELAWARE COUNTY ELECTRIC COOPERATIVE, INC., 
Dethi, N. Y., July 15, 1955. 
Subject : Niagara hearing record 
Senator Hersert H. LEHMAN, 
Senate Office Building, Washington, D. C. 
(Attention: Mr. Welsh.) 


Deak Str: I phoned you July 13 at the suggestion of Mr. Ralph G. Sucher of 
New York City. You advised it would be possible to have a statement included 
in the record of the Niagara hearings even though I found it impossible to at- 
tend the hearings. 

Enclosed are two copies of my statement which I hope can be placed in the 
record. 

Sincerely, 
R. N. Donovan, Manager. 


STATEMENT OF R. N. DONOVAN 


I am Robert N. Donovan, Delhi, N. Y., manager of the Delaware County Elec- 
tric Cooperative, Inc. I have been appointed power coordinator for the New 
York Rural Electric Cooperative Association in their efforts to obtain a depend- 
able source of low-cost power. 

We strongly support the Lehman-Davidson proposal (S. 1823) for the con- 
struction and sale of power from the Niagara River. No other bill yet pro- 
posed will assure the fullest public use of this great natural resource. 

Proposals for giving Niagara Falls to big private monopoly are illegal and 
abominable and designed to wrest from our citizens the greatest God-given power 
resource in North America. Under private ownership the general public will 
receive little or no benefit whatsover, and a windfall of profits will descend 
upon the Nation’s largest financial interests that control the policies of the private 
power industry. 

The private utilities in New York are not qualified to undertake the construc- 
tion and operation of the Niagara project for the public interest. They have 
used dubious methods to manipulate legislation and public opinion and to break 
down the effectiveness of rate regulation. 

The record of these five utilities shows they : 

1. Charge nearly the highest rates in the Nation ; 
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2. Are not operated as economically as the private power industry as a 
whole ; 

3. Discriminate against rural electric cooperatives in rates for wholesale pewer 
and in attempts to build duplicating lines to steal consumers already members of 
cooperatives ; 

4. Refused to adequately serve rural areas ; 

5. Have not always kept pace with the growing demands for electric service 
and, to meet essential needs for power, and have had to curtail service to indus- 
trial customers. 

The rural electric cooperatives in New York purchase all their power whole- 
sale from the New York State Electric & Gas Co. This company fought bitterly 
in the State legislature against legislation enabling farm people to organize 
cooperatives so they could obtain the advantages of central-station power. Still 
resenting the existence of cooperatives, this company charges all the traffic will 
bear in the hopes of breaking the ceoperatives and keeping co-op retail rates 
above the level of the utility retail rates. The New York Public Service Com- 
mission permits these high charges of the private companies and closes its eyes 
when a private company attempts to pirate consumers from a cooperative. 

The rural electric cooperatives are very anxious to purchase low-cost power 
from the St. Lawrence and Niagara projects and break the stranglehold the 
utilities now have. February 21 the New York State Electric & Gas Co. was 
asked to discuss with us the use of their existing transmission lines at a fair 
rental so St. Lawrence power could be delivered to us. At various times since 
that date the same request was made. At this moment the New York State 
Electric & Gas. Co. .has indicated no willingness to discuss transmission of St. 
Lawrence power. 

The cooperatives have been trying for some time to purchase power from 
another source and have it transmitted over the lines of the Niagara Mohawk 
Power Corp. and the New York State Electric & Gas Co. This power is expected 
to be generated within a few days by the United States Atomic Energy Com- 
mission at West Milton, N. Y. The AEC has indicated a willingness to sell us 
this power at 3 mills per kilowatt-hour if these two utilities will transmit it. 
Since February 21 we have sought an arrangement for transmittal. May 20 the 
Niagara Mohawk Corp. indicated they would study the matter. Having no 
official reply, we wrote on July 1 to the president of each of these utilities asking 
for their cooperation and a meeting. To this date no reply has been received. 

July 13 the AKC issued a public statement that the country’s first atomic 
generated electricity will be forthcoming soon from West Milton, N. Y., and 
sold to the Niagara Mohawk Power Corp. It further stated the preference 
customers could buy the power at a later date if these public groups could 
arrange for transmittal. 

These experiences of the cooperatives in trying to have power transmitted 
through existing private lines is important in pending Niagara Falls legislation. 
Even though the cooperatives and municipal systems are preference customers 
they will not be able to obtain any Niagara power unless public transmission 
lines are built, and unless the marketing agency adopts a policy of area coverage 
with cheap power. Deals similar to the one with the Aluminum Company of 
America for St. Lawrence power do not promote wide distribution and yardstick 
rates. 

We believe the New York Power Authority should be required to recognize 
the needs of the preference customers. We believe the authority should build 
transmission lines to load centers where over the years it can deliver power 
cheaper than through the present inadequately constructed private lines. The 
rural electric cooperatives have always supported Senator Lehman’s proposals 
for development of Niagara power. His bill has adequate safeguards and we 
urge its approval by the Congress and the President. 


PIERCE’S PROPRIETARIES, INC., 
Buffalo, N. Y., July 15, 1954. 
Senator DENNIS CHAVEZ, 
Senate Office Building, Washington, D. C. 

Dear SENATOR CHAVEZ: I urge you to vote for private development of Niagara 
power. A private company will pay local, State, and Federal taxes, helping to 
share the great burden of taxation, and contributing funds for our Government 
to use for the benefit of us all. State or Federal development will cost the tax- 





288 NIAGARA RIVER POWER PROJECT 


payers more money, just as TVA has come to Congress every year for more 
money. 

Our electric rates are low and reasonable, regulated by our State commission. 
State or Federal Government cannot provide power any cheaper than private 
enterprise can. Public power development is socialistic, and the great majority 
of people in this area don’t want it. We want private enterprise to produce 
Niagara electric power. 

Sincerely yours, 
R. VAUGHN PIERCE. 


Joun H. Faunce, New York, Inc., 
New York, N. Y., July 15, 1955. 
SENATE PuBLIc WorKs CoMMITTEE, 
Senate Office Building, Washington, D. C. 


Dear Sirs: I believe you have before you or will have before you some bills 
proposed by the giveaway boys, Senator Lehman and Governor Harriman, for 
the State development of power resources at Niagara Falls. 

As I am opposed to any governmental operation which can be handled by 
private enterprise, I want it to go on record as requesting rejection of such 
bills and the substitution of them by bills that will call for private operation 
by public utilities so as to reduce the taxes on all of us which these Gov- 
ernment operations always result in increasing. 

Very truly yours, 
Joun H. Faunce. 


DELAWARE STATE FEDERATION OF LABOR, 
July 19, 1955. 
Senator DENNIS CHAVEz, 
Senate Office Building, Washington, D. CO. 

Dear Str: My name is Clement J. Lemon; my address is 2702 West Fourth 
Street, Wilmington, Del. 

I am president of the Delaware State Federation of the American Federation 
of Labor, whose membership includes thousands of AFL workers in the State of 
Delaware. 

We are submitting this statement in opposition to granting the license to 
develop electric power facilities on the Niagara River to the Power Authority 
of the State of New York. 

In this submission, we are supporting the position of the International Brother- 
hood of Electrical Workers, AFL, who are strongly opposed to any further public 
power developments by any governmental body, Federal, State, municipal, REA, 
power districts, agencies, or authorities. 

They have found reasons for their position in the fact that their experience 
with governmental public power bodies, at all levels, has been bitter. 

Their fight is our fight. When the working conditions and standards estab- 
lished by union labor in the field of private industry are undermined by Govern- 
ment bodies in the power field, all working conditions and standards are under- 
mined. 

If there were any real public interest to be served by giving the Niagara license 
to the Power Authority of the State of New York, our stand could well be con- 
sidered selfish. 

In our opinion, if there is in this case any claim of general public good, it is 
specious. 

All public power developments so far have been sold on the basis that they 
were primarily for purposes of flood control, navigation, or irrigation. 

Power production was stated as incidental to these primary, reasons. 

At Niagara, no other factor except power enters. 

So the Power Authority of the State of New York is stressing as its main 
claim to the license that it can produce cheaper power than can the private 
companies. 

The only real savings they have shown come from tax exemptions on opera- 
tions and lower interest rates on tax-exempt bonds. 

That may be a “saving” to the New York Power Authority, but it is a subsidy 
which comes out of the pockets of all of us to make up for the taxes which 
the authority would not pay on its operations and which the wealthy would 
avoid on their tax-exempt securities. 
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Every worker in the State of Delaware would chip in to this subsidy. 

Delaware will not get any of this power. Its workers see no reason to pay 
any part of its cost. 

It is no secret that the American Federation of Labor does not always see 
eye-to-eye with our distinzuished President on policy and program. 

It can, however, agree with the principles he expressed in his letter of Novem- 
ber 10, 1954, to a Member of the Congress. 

Explaining why he was recommending no appropriations for new generating 
units for the Tennessee Valley Authority, he said: 

“If the Federal Government assumes the responsibility in perpetuity for pro- 
viding the TVA area with all the power it can accept, generated by any means 
whatsoever, it has a similar responsibility with respect to every other region 
and corner in the United States of America.” 

The principle expressed there is applicable to the present case. 

If the Power Authority of the State of New York, or any other governmental 
power body, is to be subsidized out of the pockets of the workers of Delaware 
and all other States who receive no benefit from these developments, then those 
States are also entitled to their share. 

Let's build subsidized powerplants all over the United States, no matter at 
what cost. In that way we will all be getting so-called cheap power by a method 
akin to taking in each other's washing. 

All workers in electric utilities will work for the Government. 

They won't like their conditions, but since it’s all intended for the general 
good, any disadvantages should also be shared and everyone should work for 
the Government. 

If that sounds ridiculous, I assert that, in the present case, it is exactly the 
principle involved. 

If this honorable subcommittee should recommend a bill granting the Niagara 
license to the Power Authority of the State of New York, it wil! be asking the 
workers of Delaware to make a forced contribution to a project from which 
they derive no benefit. 

That, in my opinion, is not all of it. 

To the extent that Delaware industries are attracted to a new area of sub- 
sidized power at cheaper rates—and they will be attracted—Delaware workers 
will be forced to pay to promote their own unemployment. 

Very truly yours, 
CLEMENT J. Lemon, President. 


AMALGAMATED CLOTHING WORKERS OF AMERICA, 
New York, N. Y., July 21, 1955. 
Hon. ROBERT KERR, 
Chairman, Subcommittee on the Niagara Power, 
Senate Office Building, Washington, D. C. 


My DEAR SENATOR KERR: I am transmitting to you herewith a statement 
adopted by the Amalgamated Clothing Workers of America on the Lehman bill, 
S. 1823, which clearly states our position on Niagara power and the public. We 
have more than 100,000 members in New York State alone. 

We respectfully ask that our views in support of the Lehman bill be seriously 
considered and made part of the record. 

Very sincerely yours, 
Jacos S. PororsKy, 
General President. 
STATEMENT 


On behalf of the 400,000 members of the Amalgamated Clothing Workers of 
America I wish to register our vigorous support of the Lehman bill, S. 1823, for 
the development, transmission, and distribution of Niagara power for the public 
use and benefit. We have repeatedly endorsed the specific safeguards for power 
consumers contained in the Lehman bill to maintain the yardstick principle by 
giving preference to domestic and rural customers, to municipal, State, and other 
governmental agencies, and to rural electric cooperatives within economic trans- 
mission distance of the project. Both as producers and consumers, we are 
vitally interested in the provisions of this bil], looking toward progressive reduc- 
tion of utility rates throughout New York State, including the metropolitan area 
and in neighboring States. 
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We are opposed to any marketing plan that would dissipate the potential 
benefits of the State’s public power resources on the Niagara and St. Lawrence 
by sale of the bulk of the power to private utilities or to favored local industries 
near the site of the project. 

We therefore strongly urge the prompt enactment of the Lehman bill with 
its essential safeguards in the interest of all the people. We request that this 
statement be incorporated in thé record of the hearings. 


Jacos 8S. PoTrorsky. 

NEWARK, N. J., July 26, 1955. 
FRED SEpILLo, 

Clerk, Senate Public Works Committee: 


The New York State Association of Electrical Workers reiterated its position 
in supporting the development of Niagara power by private interests at Buffalo, 
N. Y., convention July 17, 1955. The New York State Federation of Labor took 
similar action at their convention Buffalo, N. Y., July 20, 1955. 


JOHN R. WEIGELT, 
Secretary-Treasurer, New York State Association of Electrical Workers. 


NEWARK, N. J., July 26, 1955. 
Senator DENNIS CHAVEZ, 


Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: The New York State Association of Electrical Workers re- 
iterated its position in supporting the development of Niagara power by private 
interests at Buffalo, N. Y., convention July 17, 1955. The New York State Fed- 
eration of Labor took similar action at their convention Buffalo, N. Y., July 
20, 1955. 


JoHN R. WEIGELT, 
Secretary-Treasurer, New York State Association of Electrical Workers. 


INTERNATIONAL LADIES’ GARMENT WorKERS’ UNION, 
New York 19, N. ¥., July 22, 1955. 
Hon. Rospert 8S. Kerr, 
Chairman, Public Works Subcommittee, 
Senate Office Building, Washington, D. C. 

DeEAR SENATOR KERR: I understand that within a very short time your com- 
mittee may be taking up legislation authorizing a hydroelectric development on 
the Niagara River. 

The two bills before you are the Lehman bill, for public development by the 
State of New York, and the Capehart bill, authorizing the giveaway of this 
facility to a private utility combine. 

The International Ladies Garment Workers Union, which has more than 
200,000 members in New York State alone, is on record in favor of the Lehman 
bill for public development. Very recently we sent the committee a telegram 
expressing the position of our union. 

At this time, especially in view of the hearings recently held before your 
committee, I would like to make clear that our union, which is affiliated with 
the AFL, strongly supports the Lehman bill from which the people of the entire 
northeastern area and of the Nation will benefit, both as workers and as 
consumers. 


Sincerely yours, 
Davip DUBINSKY. 


LIBERAL PARTY OF NEW YORK STATE, 
New York 36, N. Y., July 13, 1955. 
Hon. DENNIS CHAVEZ., 
Chairman of Public Works Committee, 
Senate Office Building, Washington, D. C. 

DreaR SENATOR CHAVEz: The enclosed is a brief submitted by the Liberal Party 
in support of Senate bill 1823 by Senator Lehman and others. It is impossible 
for us to appear in person before your committee. We earnestly solicit your 
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attention for the subject matter of the enclosed brief. We would appreciate it 
greatly if you will include this brief in the record. 
Sincerely yours, 
Marx Lewis, 
Chairman, National Legislative Committee. 
Ben DAavipson, 
Eavecutive Director. 


BRIEF BY THE LIBERAL PARTY OF NEW YorK STATE RE NIAGARA POWER 
DEVELOPMENT 


The State of New York is in a position to develop the hydroelectric potential 
of the Niagara without expense to the Federal Government. The State power 
authority is empowered to issue the necessary bonds and the legislation governing 
the authority is in conformance with both the spirit and the letter of historic 
national power policies. Favorable action by Congress on Senate bill 18238 will 
permit the State of New York to make this power available for consumers, for 
the demands of national defense installations, and for industry, both in our own 
and in neighboring States. Refusal of Congress to act means a waste of poten- 
tial power valued at no less than $60 million a year. 

It is the position of the Liberal Party that the following conditions must be 
met in the development of the Niagara project: The generation, transmission, 
and distribution must be by public rather than private development. There 
must be preference for municipal and cooperative plants. The yardstick prin 
ciple must be preserved. 

Five power companies in New York State have thrown every obstacle in the 
way of the establishment of a yardstick for measuring the cost and efficiency of 
privately developed power in our State. These companies have opposed any and 
all development which did not deliver to themselves the resources of all the 
people. The success of their tactics of harass-and-delay has been to lose to 
consumers in New York and neighboring States over $300 million of electric 
power in these past 5 years. 

It is not alone consumers in the area of potential service who have lost through 
the tactics of the five companies. Because of high rates, the Aluminum Com- 
pany of America, in 1951, refused to put its Massena, N. Y., plant into operation 
unless the Federal Government made good the difference between New York 
power rates and the national average. The Federal Government paid over $7 
million in less than 2 years to subsidize the higher rates for New York State 
power. 

The utility corporations in New York State have operated on the theory that 
electric power must and should be kept in short supply. Promotional rates be 
tween 250 kilowatt-hours and 500 kilowatt-hours are from 150 to 200 percent of 
those general in the neighboring States of New Jersey and Connecticut. The 
“birch rod” of public competition seems to us a necessity. 

There can be no argument in this case that Federal taxpayers will bear one 
penny of the costs involved. State power authority bonds find a ready market 
and, under the law, will be retired with income derived from the development of 
Niagara power. There will in fact be several advantages both for the Federal 
Government and the people of the Nation as a whole. 

The area which can be economically served by Niagara power offers many 
possibilities for dispersal of industries essential to the national defense. Skilled 
labor is available in cities within the economical distribution area. Transporta- 
tion by rail and by inland waterway is unsurpassed. 

There is nothing in the past record of private utilities in New York State which 
indicates that they will anticipate the needs or rise to the challenge of oppor- 
tunity. Without the competition of yardstick power, the utilities will continue as 
in the past to operate within the confining bounds of the philosophy of scarcity. 

Public power in the TVA and Bonneville areas has had a profound effect in 
lowering rates and stimulating private utility companies toward efficiency and 
incidentally, to increased profits through greater service. 

Within a hundred miles of the proposed site there are nine municipally owned 
plants which could furnish a yardstick for the performance of private utilities. 

The Liberal Party requests that favorable action be taken on Senate bill 1823 


—). 
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AMERICANS FOR DEMOCRATIC ACTION, 


New York, N. Y., May 27, 1955. 
The Honorable DennIs CHAVEZ, 


Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator CHAvez: Our organization has been informed that Senate bill 
1823, introduced by Senator Herbert H. Lehman of New York, dealing with the 
development of the Niagara River for power and other purposes, has been referred 
tu your committee. 

Since this legislation will affect to a great degree the lives of the people of 
New York as well as the development of industry in the State, the New York 
State Chapter of Americans for Democratic Action urges that full opportunity 
be given to them and their representatives to be heard on this issue. In line with 
this, New York State ADA would like respectfully to request that the Senate 
Public Works Committee hearings on S. 1823 be held in New York rather than 
in Washington. Such an arrangement would make it truly possible for inter- 
ested citizens and organizations to attend the open sessions of the committee and 
to make their viewpoints known in testimony before it. We believe that as 
chairman of the committee you would welcome wide opinion on this vital propo- 
sal and that you will want to make it as convenient as possible for this kind of 
testimony to be given. 

We are making a similar request to Congressman Charles A. Buckley, chair- 
man of the House Public Works Committee, where several bills dealing with the 
same questions have been channeled. 

I would deeply appreciate as prompt an expression from you as is convenient 
as to whether our request for New York hearings will be granted. I will also be 
grateful if you will let me know when your committee plans to consider the pro- 
posed legislation. 

Most respectfully, 
4 Wwa. Victor GoLpBere, 
Chairman, New York State ADA. 


RocHesTer Gas & ELectTRIC CorP., 
Rochester, N. Y., July 27, 1955. 
Re Niagara project, S. 6 
The Honorable Rosert S. KErr, 
Chairman, Subcommittee of Flood Control, Rivers and Harbors of Senate 
Committee on Public Works, Senate Office Building, Washington 25, D. C. 


My Dear SENATOR Kerk: The attached data shows the relative amounts of elec- 
trie energy we furnish to the city of Rochester and the Eastman Kodak Co. and 
to some extent the varying characteristics of supply for each. It would require 
extensive analysis to show the respective costs for servicing these loads. Except 
for street lighting, which is a special type of service, as stated in footnote 1 of 
the data, the various accounts of Eastman Kodak and the city of Rochester are 
billed in accordance with established rates for general service-classification 
tariffs approved by the Public Service Commission. It is not customary to pick 
out single delivery points or an individual customer for cost of service determina- 
tion. Electric rates are promulgated on a group or large class of service basis 
except, of course, in cases of special large-size industrial loads with significant 
load characteristics. 

The State and Federal regulatory bodies have long recognized the factors en- 
tering into electric ratemaking. For example, the following excerpt from the 
public service law of the State of New York stipulates: 

“Nothing in this chapter shall be taken to prohibit a gas corporation or elec- 
trical corporation from establishing classifications of service based upon the 
quantity used, the time when used, the purpose for which used, the duration 
of use or upon any other reasonable consideration, and providing schedules of 
just and reasonable graduated rates applicable thereto.” 

You may be interested to know that the former chairman of the New York 
State Public Service Commission, the Honorable Milo R. Maltbie, had the fol- 
lowing to say on the subject of rate comparisons : 

“Any and all comparisons of electric rates are wholly out of place unless it is 
true that conditions, in the areas compared, are substantially similar. The 
courts have held that they will not receive and will not allow the Public Service 
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Commission to use comparative rates unless and until it has been shown that 
the conditions in the areas compared are similar. It is highly improper to com 
pare electric rates in a territory which is largely supplied with underground 
service, with rates in an area served by an overhead distribution system, though 
the areas may be similar in other respects. Installation of an underground sys- 
tem may cost from 8 to 10 times as much as an overhead system. Another fac- 
tor is the amount of taxes paid. The Public Service Commission has found that 
even in the State of New York there is considerable variation.” 

For your interest, approximately 85 percent of the electric distribution invest 
ment in the city of Rochester is underground—one of the highest ratios of under- 
ground facilities in the country. 

Although comparisons are inevitable, please permit me to point out, as does 
the Federal Power Commission in its annual compilation of Typical Electric 

sills, that: 

“In presenting typical net monthly bills for electric service it is emphasized 
that no attempt has been made to determine their reasonableness based on cost 
levels. Many factors operate to produce differences in unit costs and to explain 
differences in the level of bills. An evaluation of these factors would involve 
analysis beyond the scope of this report.” 

I trust this gives you the desired information and would appreciate your in- 
cluding this letter and the attached data in the record. 

Very truly yours, 
R. E. Ginna, 
Executive Vice President. 
Attachment. 


In response to Senator Kerr’s request (see minutes p. 443 of July 15, 1955 
hearing on the Niagara matter) the following information is submitted: 


Sales, 12 months ending June 1955 


| wy Average 
| Number! , ser Annual 
| of Kilowatt- Bill rate per load 


| rs cilo . 
| accounts hours — factor 


' wrvice | Delivery 
Class of service | voltage 


| 


Eastman Kodak: Cents | Percent 

Camera works and | Industrial_-_-- 4, 150 25, 675 1. 361 36.7 
Kodak office. | 
Hawkeye works .do 11, 500 . 358 45.3 
Kodak Park Interchange. | 11,500 ; . 252 16.9 
Pumping plant__- Industrial | 11,500 | 8, 619, 328 49.0 
Navy building ---_.|- un 11, 500 , 936, . 506 39.7 
SRA hnccceaenee Commercial and; 120/240 5 5, , 911 
| industrial. 


2, 473, 395 ‘1, , 538 


City of Rochester: | 
Street lighting !_- Series lighting ---| 9-81 | f 9, 032, 223 
Holley pumping | Special_.---_-- 4,150 ; 206, 184 5, 334 
plant. 
City pumping | Industrial__.....| 11, 500 600, 900 5, 819 
plant. 
Hanover homes. ...; Commercial__- 4, 150 847, 100 3.977 
Runde! Library _- .do 120/208 | 619, 300 001 
Municipal hospital .do 4 4, 150 503, 360 301 
120/240 136 9, 576, 492 : 237 


ES cto echt eee : 147 | 31, 385, 421 266, 892 
Total excluding |-...........--- alienate 142 | 12,353,336 | 333, 669 
street lighting. 


1 Please bear in mind that the street lighting system for the city of Rochester is completely owned, oper- 
ated, and maintained by the Rochester Gas & Electric. It is, therefore, more costly than commercial and 
industrial accounts where the power consuming facilities are owned and operated by the customer and also 
maintained by him. It should be noted that street lighting yields the lowest rate of return of any of the 
various classes of service. 

2 This load represents a 12 months’ test period. It is expected that for a year of full operation the average 
rate will be approximately 1.5 cents per kilowatt-hour with an estimated annual load factor of 41 percent. 





294 NIAGARA RIVER POWER PROJECT 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 


Washington, D. C., August 9, 1955. 
Hon. Rosperr S. Kerr, 


Chairman, Senate Public Works Subcommittee on Rivers and Harbors 
and Flood Control, Senate Office Building, Washington 25, D.C. 

Dear SENATOR: When I testified on the legislation for redevelopment of Ni- 
agara Falls power, you asked me to furnish the committee with additional 
information about the cost ALCOA will have to pay for the power which it will 
purchase from the New York Power Authority under the provisions of the con- 
tract entered into between the authority and the company for the purchase of 
St. Lawrence power. We transmitted this request to the New York Power 
Authority, and on July 21, 1955, you received a letter from Mr. Robert Moses, 
the chairman, in which he enclosed a copy of the approved contract that did 
not give any specific information as to the cost of the power. According to our 
computations, ALCOA will pay an average of 4 mills for the 174,000 kilowatts 
of firm power which it has been allocated. This is based on a 95 percent load 
factor. It will pay 2.67 mills for the 65,000 kilowatts of interruptible power. 
This, of course, is based on a 100 percent load factor. If you take the two 
amounts of power into consideration, ALCOA will pay an average of 3.8 mills 
per kilowatt-hour for the power it will receive under the contract with the power 
authority. 

For the fiscal year ending June 30, 1954, 5 rural electric systems in New 
York have paid the following for their wholesale power: 11.1 mills, 10.9 mills, 
11.5 mills, 11.7 mills, and 11.7 mills per kilowatt-hour. 

If I can be of any further assistance to you, do not fail to call on me. 

Sincerely, 
Rosert I. KABat, 
Legislative and Management Assistant. 


JuLY 6, 1955. 
Senator ROBERT KERR, 
Chairman, Public Works Committee of the Senate, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR Kerr: On July 13-15 you as chairman of the Public Works 
Committee of the Senate are to have hearings on the Niagara Falls power 
project. 

We in the Chamber of Commerce of Amsterdam, N. Y., want you to know 
that we are strongly in favor of private development of the Niagara Falls power. 
I myself, along with some of our directors, have heard the pros and cons of this 
subject by experts in the field, and I assure you that private development is the 
only thing we endorse. 

We hope that through these hearings the public of our great State and our 
community will be represented by you and the men of your committee, to strongly 
favor the private enterprise of this project. 

Sincerely yours, 
KARL M. KEMPF, 
President, Chamber of Commerce and Industries for Amsterdam, Inc. 


COMMONWEALTH OF PENNSYLVANIA, 
GOVERNOR’S OFFICE, 
Harrisburg, July 14, 19565. 
Hon. Rosert S. Kerr, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Kerr: As Governor of Pennsylvania, I am writing to urge 
approval by the subcommittee of the Committee on Public Works of S. 1823, 
which provides for public development of the power resources of the Niagara 
River. 

Pennsylvania’s interest lies in the provisions of the bill which provide that 
the New York Power Authority “shall make a reasonable portion of the project 
power available for use within economic transmission distance in neighboring 
States.” We regard that as a safeguard of our participation as American citi- 


zens in a resource which belongs to the Nation, and in whose benefits we all 
should share. 
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mere 


Other legislation before your committee providing for private development of 
the power resources of the Niagara makes no such guaranty of Pennsylvania's 
rights. 

We all know that the demand for electric energy in our economy is constantly 
increasing. We all know that the extent to which our power needs are met, 
and the rate at which power is supplied, are critical factors in our economy. 

On behalf, therefore, of the people of northwestern Pennsylvania, I respect- 
fully request your sympathetic consideration of S. 1823. With the availability 
of cheaper power, we can expect the steady improvement of living standards 
and the expansion of industrial growth and employment in the area with eco- 
nomic reach of Niagara Falls power. Pennsylvania will, I am sure, be ready 
and anxious to claim its rightful allowance of the power produced. 

With best regards, I am 

Sincerely yours, 


Geroree M. LEADER. 


New York State FarM BUREAU FEDERATION, INC., 


Ithaca, N. Y., July 12, 1955 
Senator DENNIS CHAVEZ, 


Chairman, Committee on Public Works, 
Senate Office Building, Washington, D. C. 


Dear SENATOR CHAVEZ: I very much appreciate your telegram of July 9 in- 
forming me that I have been scheduled to testify on Niagara power on July 15 
at a hearing before the subcommittee of the Committee on Public Works. 

I regret that I cannot appear in person due to the pressure of cherry harvest. 
Consequently, I am addressing this letter to you requesting that my testimony, 
copy of which is enclosed, be made a part of the hearing record. I am sending 
copies of this letter and my testimony to all members of the Committee on Public 
Works. 

The New York Farm Bureau has a very strong conviction that Niagara power 
should be developed by private enterprise. We cannot strengthen the private 
enterprise system by Government siphoning-off functions which private industry 
with private capital is able and willing to perform. 

Respectfully yours, 


Don J. WickHAM, President. 
STATEMENT BY DON J. WICKHAM, PRESIDENT, NEW YORK FARM BUREAU, INC, 


Mr. Chairman, and members of the Senate Public Works Committee, my name 
is Don J. Wickham, president, New York Farm Bureau, Inc., and I farm at 
Hector, N. Y., specializing in cherries, peaches, and grapes. The New York 
Farm Bureau is composed of more than 70,000 members located in the 56 agri- 
cultural counties of the State. 

New York Farm Bureau, by action of the official delegates of our 56 county 
farm bureaus has a firm position on development of hydroelectric power at 
Niagara as expressed in resolutions unanimously adopted in the last three annual 
meetings. I hereby quote the resolution establishing the position of the New 
York Farm Bureau: 

“Be it resolved, That in all cases where feasible we favor development of hydro- 
electric power by private enterprise rather than by Government. 

“In connection with Government production of hydroelectric power the power 
produced should be sold to existing distributing companies and Government should 
not enter into power distribution. 

“The private enterprise system, which made this country great, cannot be 
strengthened and improved by Government denying private enterprise the oppor- 
tunity to perform the services it is able and capable of performing with private 
capital.” 

This resolution setting forth our position is aimed primarily at hydroelectric 
power at Niagara but is sufficiently general to cover hydroelectric power on the 
St. Lawrence. 

We have not considered that hydroelectric development on the St. Lawrence 
is feasible insofar as development by private enterprise is concerned. There- 
fore, in the case of the St. Lawrence project, the best course has been chosen, 
namely, development by New York Power Authority, providing New York Power 
Authority adheres to commitments that the power produced will be distributed 
by the private enterprise operating utilities. 
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In connection with Niagara, the facts are clear that the project is within the 
ability of private enterprise to finance and operate. 

Arguments are set forth that Government operation and construction of the 
Niagara project would cost less and make current available at cheaper rates. 
It is our opinion that lower costs via Government operation would be possible 
only because of tax exemption—Federal, State, and local. Such arguments are 
not sound in our opinion. Already we are getting in this country and in New 
York State too much tax-exempt property for a healthy economy. 

From the standpoint of farm electrification, we have done very well in New 
York State. Approximately 97 percent of our farms are now electrified and the 
service is good. The great bulk of our farms are served by private utilities. A 
relatively small number of farms are served by REA cooperatives—most of 
which are located a long distance from the St. Lawrence or Niagara. 

The preference clauses which enter into Federal projects and which may 
enter into projects of the New York Power Authority whereby preference is 
given to municipal and REA cooperative consumers are unsound and should 
be most vigorously opposed by rural people. While such clauses may be good 
vote-getting devices they are wholly unsound and undesirable from the point of 
view of the great bulk of rural people. Should the Niagara project get into 
the hands of Government either State or Federal where preferences might be 
given to municipalites and cooperatives, the great bulk of farm folks in New 
York State would find themselves in an unfavorable position. Certainly munici- 
palities would be inclined to take over existing utility facilities in their munici- 
palities to get in on the tax-exempt, Government-subsidized, so-called cheap 
power paid for by everyone else. This would leave farmers in the areas involved 
with higher rates, for the existing utilities would have no alternative other 
than to charge rural customers higher rates to make up for loss of business 
in such municipalities. 

The New York Farm Bureau stands firm for the development and strength- 
ening of the private enterprise system in contrast with Government attempting 
to become all things to all people. Private enterprise cannot be strengthened 
by Government siphoning off opportunity to perform functions that private 
industry is capable and able of performing. 

It may sound strange for the New York Farm Bureau to resist Government 
development of power at Niagara in view of the fact that taxpayers in New 
York State have poured millions of dollars into other parts of the country 
for Government power projects. This, however, is no logical reason why we 
should be a party to further invasion by Government in the development of 
Niagara and the siphoning off of private enterprise opportunity with a further 
addition of tax-exempt property. 

While it is true that both major political parties in New York State for years 
have been trying to get Government control of Niagara, it is our observation that 
their platform declarations have come from the top down rather than from the 
grassroots up. : 

Those seeking Government operation of Niagara either by the New York Power 
Authority or by the Federal Government emphasize that Niagara belongs to 
the public and that it should be developed for the benefit of all the people. 

When preference clauses are used under Government operation, which would 
certainly happen should Niagara be developed by the Federal Government and 
which might happen if developed by the New York Power Authority, then it 
is clear that Niagara power benefits would be for preferred groups in municipal- 
ities and cooperatives at the expense of the rest of the people. 

In our opinion the people of the State can be best and most equitably served 
by Niagara when the power is generated under private enterprise and distributed 
through the existing operating companies. Only in this manner can it benefit 
all of the people in the State. 

Development and operation of the project and distribution of the current 
generated by private utilities would be under the closest supervision by the 
Public Service Commission and the Federal Power Commission, the job of 
which is to protect the rights and the interests of the people. 


x 








